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A new AMA Special Report 


ELECTRONICS IN ACTION: 
The Current Practicality of Electronic Data Processing 


Evectronic pATA PROCESSING has become an accepted tool of 
American management. Its value in terms of improved operations and 
cost reduction has been demonstrated in companies with both large and 
small EDP installations. 

How a number of these companies have actually applied EDP tech- 
niques to basic management problems is described in this new AMA 
Special Report. Representatives of Eastman Kodak Company, General 
Electric Company, and others explain how personnel are selected and 
trained for the EDP team and how EDP systems have been developed 
and utilized to achieve maximum results. Actual feasibility studies— 
including one which did not recommend the installation of an EDP 
system—are presented. 

A valuable special section deals with future applications of EDP to 
inventory control, expansion planning, and other areas of management. 


CONTENTS 
Part One—Feasibility Studies: Evaluating the Feasibility of a Smail- 
Scale Computer. Evaluating the Feasibility of a Medium-Scale 
Computer. Evaluating the Feasibility of a Large-Scale Computer. 
The Diamond Alkali Verdict: “Not the Right Time for Electronics.” 


Part Two—Electronics at Work: Selecting and Training Personnel for 
the EDP Team. Experience in Developing EDP at Eastman Kodak. 
Large- and Medium-Capacity Systems at General Electric. Man- 
agement Appraisal of a Univac System in Operation. Improving 
Gasoline-Blending Operations with EDP and Linear Programming. 


Part Three—New Frontiers: Electronic Computer Simulation of Inventory 
Control. Expansion Planning with Linear Programming and EDP. 
Electronic Computers in the Design of Business Organizations. The 
Future of Electronics as a Management Tool. 

SPECIAL REPoRT 22 $3.75 (AMA members: $2.50) 

Norte: This report has been distributed as an extra service to AMA members 

enrolled to receive Research Service in the Finance Division. If your type of AMA 

membership does not entitle you to receive this study without charge, or if you wish 
extra copies for yourself or your associates, this report may be ordered at the 
member price. 

Order from DEPARTMENT MA, AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 

Broadway, Times Square, New York 36, N. Y. 

AMA will pay normal postage and handling charges on all orders accompanied by check or money order. Orders 


under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accompanied by remittance, 
will be billed for postage and handling charges. Add 3%, sales tax for orders to be delivered in New York City. 
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The AMA Program: 
No. 10 of a Series 


AMA’s New Executive 
Decision-Making Course 








































Decis1on-MAk1NG is the executive's ultimate responsibility. There 
is no greater measure of managerial effectiveness than the ability to 
make the right decisions—most of the time. 

AMA’s new Executive Decision-Making Course is specifically 
designed to help you improve your performance as a decision-maker 
and manager through: 

@ a guided investigation of the decision-making 
process itself 


OSS, OCU 


@ a unique training method that effectively repro- 
duces years of practice and experience in actual 
decision-making 

The core of the Course is the Top Management Decision Game 
—a new and revolutionary executive training tool, similar in con- 
cept to the military “War Games,” that has been tested by men 
from the top echelons of American business and hailed by them 
as the most exciting technique yet devised in the field of manage- § 
ment education. : 

The Course integrates Game play into a comprehensive approach 
to the basic ideas and problems of executive decision-making . . . 
and gives you an unparalleled opportunity to enhance the value 
of your greatest asset as an executive—your ability as a decision- | 

maker. . 

All sessions of the Course (of two consecutive weeks’ duration) 
will meet at AMA’s new Academy of Advanced Management—a 
90-acre estate deep in the Adirondack Mountains at Saranac Lake, 

New York—where executives can “live in” while attending AMA’s 
top-level courses. 

Participants in Academy activities will find the physical setting, 
and the unique atmosphere of camaraderie that comes from sharing 
living and learning experience together, both physically relaxing 
and mentally stimulating—an ideal environment for intensive, 
effective management study and development. 


COURSE SCHEDULE 





Course 1 Oct. 7-18, 1957 Course 3 Nov. 11-22, 1957 
} Course 2 Oct. 28-Nov. 8, 1957 Course 4 Dec. 2-13, 1957 
For further information, address AMA Course Registrar, i 


American Management Association. 
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“‘We’ve Been Transferred”: The New 
Executive Migration 


Every pay, U.S. executives are be- 
ing uprooted from their homes and 
communities and, with scarcely time 
for a backward glance, are being 
hurried off with wives, children, pets, 
and household goods to new assign- 
ments hundreds or even thousands of 
miles distant. 

The more or less willing victims of 
this nationwide operation are largely 
the promising junior and middle ex- 
ecutives—predominantly in sales— 
from whom their companies expect 
big things. Some shifting about of 
people from branch to branch has 
always been a feature of life with a 
large corporation, but the mass mi- 
gration now going on is a recent 
phenomenon and one, moreover, that 
was not planned or even foreseen by 
most managements. It was forced 
upon them by the unprecedented busi- 
ness expansion and the accompany- 
ing urge to decentralize that followed 
World War II. Consequently, there 
was, at first, very little in the way of 
an articulated corporate policy on 
transfers of executive and supervisory 
people. 

Sociologists, psychiatrists, and an- 
thropologists who have studied the 
problem are of different minds as to 
how this movement affects the in- 
dividual. Some believe it essentially 
healthy; others fear that it makes for 
rootlessness and family instability. 


But whatever the theoretical con- 
sequences, the corporate managers 
are confronted with a condition. So 
long as the $427-billion U.S. economy 
is on the move, industry must keep 
on the move, and management talent 
will constantly be redeployed. Corpo- 
rations are not insensitive, of course, 
to the many ways in which a transfer 
can touch upon a man’s morale. 
They recognize the obligation of doing 
all they can to improve the mechanics 
of the operation, and to ease the 
tensions to which transferred em- 
ployees and their families are exposed. 
Self-interest, if nothing more, would 
dictate such a course. 

Many corporations point out that 
the moving of large numbers of em- 
ployees from place to place is, after 
all, a problem brought about by gen- 
erally happy, not troubled, conditions: 
the company is opening new plants, 
or adding new products, or invading 
new territory. 

Not only is the transfer usually a 
result of something good that is hap- 
pening to the company; in the belief 
of most executives, the transfer itself 
generates good. Since the jobs have to 
be filled anyway, most companies now 
strive to make the transfer a genuine 
part of executive development. They 
don’t order men about capriciously, 
and they try to keep them from get- 
ting lost in the shuffle. And though 





For publishers’ addresses or information regarding articles or books, apply to AMA headquarters. 
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none of the 35 representative com- 
panies surveyed for this report had 
a fixed policy as to length of time 
a man should serve in any one loca- 
tion, many companies try to make 
sure that a man is left in one place 
for a minimum of two or three years. 
A check is usually kept on his per- 
formance while he is on the move, 
and in general an able man’s travels 
throughout the company will follow 
a purposeful corporate pattern. 

The thing, above all, on which 
the companies agree, is that transfers 
preferably should be accompanied by 
a raise in pay, a promotion in grade, 
or at least a wider opportunity for 
a man to exert his capacities. 

The best kinds of opportunities, of 
course, are those that bring a man 
not merely more money but more 
room to grow in. Many companies try 
to transfer their most promising men 
not just to bigger jobs but to dif- 
ferent kinds of situations. “This type 
of promotional transferal,” says Proc- 
ter & Gamble’s manager of personnel 
administration, J. H. Taylor, “is the 
best means of exposing a man to new 
situations and new appraisals. If he 
performs well under a variety of situ- 
ations, you would get a better ap- 
praisal than if he performed well 
under only one situation.” 

As all companies are at pains to 
point out, a man is never ordered 
to transfer. He is asked if he’d like 
to transfer. What, then, if he says 
no? Again, there is probably not a 
company in all the U.S. so churlish 
as to “hold it against him.” That is 
to say, they don’t hold it against him 
—but. “But he limits his own oppor- 
tunities, though he can still advance 
himself within the limits he has set 
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for himself . . . But if the reason 
for the refusal was arbitrary, it would 
stick in the back of our minds when 
the next opportunity developed . . . 
But you tend not to count on him 
for later possibilities . . . ” 

Whatever damage a transfer may 
or may not do to an employee's 
psyche, efforts are made to see that 
it doesn’t hurt his pocketbook. It is 
mainly in this matter of expenses in- 
curred in the physical relocation of 
a man and his family that U. S. 
corporations have arrived at a formal 
policy. To begin with, in transfers 
made at management's request, it is 
the universal policy of companies to 
pay all direct moving costs, which 
usually include packing, storage, in- 
surance, and transportation of all 
members of the family. It is also 
common practice to pay living ex- 
penses for a reasonable period in the 
new location until the family is ac- 
tually installed in the new residence. 

In addition, many companies now 
offer to pay the expenses of wives 
who want to make an advance trip 
to the new location to look for a 
house. Finally, a good many corpo- 
rations pay those costs clearly inci- 
dental to moving, such as disconnect- 
ing and installing major appliances. 
Some companies will pay for trim- 
ming and adapting rugs, draperies, 
venetian blinds, etc. Some companies 
simply offer to pay “all reasonable” 
expenses incidental to transfer, al- 
though this sometimes becomes a 
matter of interpretation. 

Beneath the good face a man and 
his family may put on his transfer 
there sometimes seethes deep discord 
and resentment. Minnesota Mining 
& Manufacturing Co., for example, 
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wonders if the company is doing all 
it can to aid and placate the wife 
in her adjustment to relocation. In a 
study of turnover among transferred 
personnel, “3-M” found that, in a 
majority of cases, an unfavorable at- 
titude on the part of the wife toward 
the transfer was the main cause of 
the husband’s leaving the company. 
Nevertheless, the troubled side of 
this mobile corporate life by no means 
appears to be the dominant side. As 
corporate managers never tire of 











pointing out, it is always made clear 
to recruits coming into a big business 
organization today that they will be 
subject to transfer. They expect it, 
accept it, even embrace it, and the 
very type of young fireball who is 
most often offered promotional trans- 
fer is the type who moves most quick- 
ly and easily into the life of what- 
ever community he is set down in. 

w Robert Sheehan. 


FORTUNE, 
July, 1957, p. 116:5. 


The Coming Boom in the Teen-Age Market 


THE UNITED sTATES is on_ the 
verge of a major population shift that 
will create a dramatic rise in con- 
sumer demand for many products. 

That appraisal of the business out- 
look comes from Dr. Joseph S. Davis, 
leading economist and a member of 
President Eisenhower's Council of 
Economic Advisers. He bases his pre- 
diction of increased consumer demand 
on the fact that the number of U.S. 
teen-agers, which has been fairly con- 
stant for the past 30 years, will 
undergo a sudden and tremendous 
jump in the early 1960’s. In a 
single year, 1960, the number of 
children crossing the threshold age 
of 13 will increase by nearly 40 per 
cent—from 2.75 million to more 
than 3.8 million. Thereafter, except 
for minor downswings, the teen-age 
population curve leads steadily up- 
ward. 

Why should businessmen be keenly 
interested in this population shift? 
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Because, as every father knows, a 
teen-ager eats more, spends more for 
clothing, hobbies, and entertainment, 
and generally makes a far greater 
contribution to consumer demand 
than a young child. In terms of food, 
for example, the average 10-year-old 
consumes only half of an adult male’s 
intake. But an 18-year-old eats 20 
per cent more than an adult. 

The forthcoming rise in demand, 
Dr. Davis says, will be more abrupt 
in some industries than in others. 
Consumption of food, milk, soft 
drinks, chewing gum, candy, and 
such tends to increase steadily with 
each year of age until it reaches a 
peak in the late teens. The rate of 
increase is more rapid in the middle 
teens than at any other period of 
life, but it still represents expansion 
of a previously existing demand. 

The situation is somewhat similar 
with clothing. But here the jump in 
consumption levels is even more 
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marked when a child enters his teens. 
“The grade-school child may get 
along fine with a drawerful of blue 
jeans and flannel shirts, and a good 
suit for Sunday,” says Dr. Davis. 
“But the teen-ager has to stock up on 
a wide variety of school clothes and 
party clothes.” 

The steeply ascending curve of 
teen-age population will have its 
greatest impact, however, on the 
markets for goods which a young 
child doesn’t use at all. Automobiles 
are an example. Teen-agers are now 
among the best customers of the 
used-car industry. Many buy new 
cars with money earned from _part- 
time jobs. It is clearly a matter of 
major significance to the automobile 
industry—and all ot its suppliers of 
steel, rubber, glass, textiles, and 
parts—that the total teen-age popula- 
tion will grow at a rate of more than 
a million a year in the early 1960's. 

Of comparable importance to the 
national economy, says Dr. Davis, is 
the clearly foreseeable growth in 
demand for toilet articles and cos- 
metics of all kinds; for radios, phono- 
graphs and records; for luggage, 
watches and jewelry; for golf clubs, 
tennis rackets, fishing rods and sports 
equipment of every type. 

Two other ways in which teen- 
agers affect demand are less obvious, 
but equally important. “When a child 
gets into his teens, he usually wants a 
toom of his own,” says Dr. Davis. 
‘In many families, this will mean 
pressure for a new or at least a 
bigger house. My guess would be 
that we will see a good deal of re- 
modeling of homes. There could be 
an upswing in sales for tools and 
building materials.” 
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In this connection, Dr. Davis notes 
that “children’s wants and needs usu- 
ally have a high priority” in shaping 
the spending programs of U.S. fami- 
lies. And when parents are unable 
or unwilling to fill these teen-age 
wants, the boys and girls themselves 
often can do so with their own earn- 
ings. 

“To appreciate the full significance 
of the period we are about to enter,” 
Dr. Davis says, “you must remember 
that the age distribution of the popu- 
lation at any given time may have a 
more profound influence on the eco- 
nomy than gross changes in total 
numbers. 

“We have been for several years in 
a stage of population growth where 
changes in age distribution have made 
for over-all reductions in average per 
capita demand. A dominant charac- 
teristic of our population dynamics 
from the end of the war until now 
has been the rise in the proportions 
of persons under 13 and over 65. In 
these age groups,.the needs of each 
individual tend to be well below 
his life-cycle peak.” 

Now the United States is about to 
enter a period in which the high- 
consumption teen-age group will in- 
crease much more rapidly than the 
general population. Census Bureau 
projections indicate that the total num- 
ber of teen-agers will approximately 
double in the 15-year period from 
1955 to 1970, while the total U.S. 
population will grow about 23 per 
cent. Although the under-13 and 
over-65 groups will also grow sub- 
stantially in absolute numbers by 
1970, their relative weight in the 
economy will decline. The net result 
should be a substantial, continuing 
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rise in the average per capita demand. 

By the late 1960's, when the popu- 
lation wave created by the postwar 
upsurge in birth rates produces a 
marked rise in the number of 18- 
year-olds, the U.S. economy will begin 
to encounter a new set of problems, 
Dr. Davis believes. 

Even if a third to a half of the 
18-year-olds go on to college as ex- 
pected (and create an incredible ex- 
pansion problem for colleges and 
universities), there will still be a 
substantial increase in the number of 
youths looking for jobs in -the late 
1960's. Absorbing these young 








workers into the labor force will re- 
quire skillful advance planning and 
a huge increase in capital investments 
to create new jobs. 

By 1970, large numbers of postwar 
children will be old enough to have 
families of their own. The resulting 
climb in the annual rate of household 
formations may usher in the next 
great home-building boom. Even 
if most of the new couples start out 
in apartments, as usual, they will be 
in the market for furniture and ap- 
pliances. And they will have babies. 


= Louis Cassels. NATION’s BusINEss, 
June, 1957, p. 40:3. 


Should Retirement Plans Be Company-Wide? 


SHOULD ALL EMPLOYEES of a company be covered by a single company- 


wide retirement plan? 
groups? 


Or should there be separate plans for different 
This problem has become a particularly complex one because 


of the current union drive to organize white-collar workers. Management 
is faced with the question of whether non-union employees should be 
included in programs for union employees. 

Here are some of the advantages of a single company-wide plan: 

1. Simplified administration and communication. 


2. Fewer tax problems. 


3. No risk of union employees getting higher benefits than non-union 


employees do. 


4. Giving the same benefits to all employees creates better employee 


relations. 


5. Easier transferal of employees from one payroll group to another. 
On the other hand, the policy of separate plans also has definite 


advantages: 


1. Bargaining with unions does not affect the plan for non-union 


employees. 


2. Company can make changes in the non-union employee retirement 


plan without consulting the union. 


3. Company can design plans to fit the needs of particular groups. 
4. Company can use different communication approaches to different 


groups. 


—For Your Information (Hewitt and Associates, 





Libertyville, Ill.) 5/57 
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U.S. Exports Still Zooming 


U.S. EXPORTS to the four major world regions in 1956 were substantially 
greater than for the previous year. Exports to Western Europe, the Far 
East, and Canada increased 25 per cent, while those to Latin America 
registered a 17 per cent gain. 

The increase in European demand for U.S. goods—mainly foodstuffs 
and industrial materials—was responsible for about one-third of the 
$3 billion advance in total U.S. nonmilitary exports. About $750 million 
resulted from the rapid economic expansion under way in Canada. The 
sharp rise in shipments to the Far East, reflecting increased Japanese 
demand for raw materials and South Asian demand for agricultural 
commodities, added over $500 million. An equal amount was added by 
U.S. sales to the Latin American market, and increased shipments to 
Africa and Western Asia contributed the remainder. 

—Wendell D. Hance in Foreign Commerce 
Weekly (U.S. Department of Commerce, 
Washington, D.C.) 4/29/57 
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“I see you've already had your vacation, eh, Thorson?” 
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Come and Get It!—23 Million Meals a Day 


Eggs a la Russe with Caviar... 

Southern Bisque . . . Baked Stuffed 
Filet of Sole Marguery, Parslied Pota- 
toes, Harvard Beets . . . Combination 
Salad . . . Rhubarb-Strawberry Pie 
.. « Coffee. 
So read a recent luncheon menu at 
one of Manhattan’s newest and 
biggest restaurants. Price of the meal: 
97 cents. Owner of the restaurant: 
Socony Mobil Oil Co., which installed 
a cafeteria and seven dining rooms 
in its Manhattan headquarters to 
give 2,400 employees bargain food at 
a sizable loss to itself every month. 
Operated by a well-known New York 
restaurant on a cost-plus-fee basis, 
the dining rooms are graded according 
to rank, with white-collar workers in 
one room, various executive echelons 
in the others. All rooms are _air- 
conditioned, have piped-in music, and 
are pleasantly decorated (some in 
rosewood paneling, one with a pig- 
skin leather floor). The kitchen is 
one of the world’s largest all-electric 
cookeries, with a refrigerated room to 
keep all scraps. 

Socony’s restaurant is probably the 
most luxurious example of a growing 
trend in U.S. business. Last year 
41,000 companies served some 23 
million meals each working day to 
their employees, spent more than $3 
billion on food, equipment and serv- 
ice. Says a Joseph E. Seagram & Sons 
executive: “We look upon it as a 
necessary function of our industrial- 
relations program—just like clean 
rest rooms, or a pleasant, well-lighted 
place to work.” 
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Some businessmen believe that 
what and where a worker eats are his 
own affair. They say that company 
lunch programs are paternalistic, that 
it is good for employees to get away 
from the job briefly, that dining rooms 
and cafeterias waste company capital 
and space—to say nothing of the 
headaches they bring. But as industry 
decentralizes to rural areas, restau- 
rants for workers are few and far 
between. In crowded cities, where 
drugstore counters are jammed and 
restaurant food is either poor or ex- 
pensive, the problem is just as bad. 

A study by Yale University’s Dr. 
Howard Haggard showed that in-plant 
meals cut down afternoon fatigue and 
help speed production. Workers who 
once took an hour for lunch outside 
can eat in half an hour inside and 
get off earlier at day’s end. Many 
companies report other benefits. One 
Indiana steel mill said that five 
nearby saloons had to shut down 
after it opened a good cafeteria, while 
the Prudential Insurance Co. found 
that nutritional deficiencies among its 
office help—especially young girl 
workers, who leaned heavily on soda 
and-cruller Junches—have almost 
disappeared. Chicago’s Encyclopaedia 
Britannica reported that the output 
of its office force has increased 300 
per cent in the past five years, with 
only a 60 per cent increase in em 
ployees, and it attributes a good part 
of the gain to its cafeteria program. 
Other corporations find that a com 
pany dining room helps executives 
keep abreast of what is going on im 
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other departments, also brings workers 
closer to the company. Many unions, 
which once frowned on plant cafe- 
teria programs as unwanted pater- 
nalism, now realize that they benefit 
workers; some even demand a lunch 
program as a fringe benefit. 

Most plants try to avoid repeating 
menus more than once every two or 
three weeks, pay attention to workers’ 
preferences, and have extras for 
special occasions. Cleveland’s Thomp- 
son Products has a steak dinner 
($1.50) every payday; Chrysler has 
kielbasa for workers of Polish descent. 
Pittsburgh’s H. J. Heinz Co. has im- 
ported Swiss, German, and Austrian 
chefs, encourages recipes from em- 
ployees. 

The dining rooms vary in decor. 
For 55,000 workers at its Seattle 
plant, Boeing Airplane Co. runs an 
enormous mess hall that concentrates 
on low-cost food (steak with French 
fries: 39 cents). Baltimore’s McCor- 
mick & Co., one of the world’s big- 
gest spice firms, takes the opposite 
tack, with a wood-paneled colonial 
tea-and-dining room decorated with a 
ship model made of cloves; the wait- 
tresses wear 18th century  cos- 
tumes. One of the handsomest com- 
pany rooms is at General Motors’ 
new Technical Center near Detroit, 
where 4,500 employees eat in an air- 
conditioned glass and _ stainless-steel 
world designed by architect Eero 
Saarinen. San Francisco’s Bank of 
America and Western Electric Co.’s 
Cleveland plant have lounges with 
TV or hi-fi sets and card tables for 
after-lunch relaxation; St. Louis’ 
McDonnell Aircraft even imports 
baseball players, singers and theater 
stars to entertain. 
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In-plant meals can be an expensive 
proposition. Monsanto Chemical Co., 
which has had a cafeteria for 28 
years, manages to break even. But 
most other company-run programs are 
in the red. Thompson Products lost 
$61,000 last year serving employees 
7,000 meals daily; Ford figures the 
loss at about eight cents per diner to 
feed 3,000 workers at the Dearborn 
main headquarters. Part of the reason 
for the loss is that industrial firms 
must pay plant union wages and 
fringe benefits, which sometimes 
come to $2.50 an hour for the most 
menial kitchen help. A bigger prob- 
lem is. that most executives do not 
know how to supervise food expenses. 

Company restaurants can break 
even, or, better yet, be turned over 
to caterers. Chicago’s Nationwide 
catering company has 217 clients 
scattered around the U.S. and a staff 
of 4,500 to handle all the business. 
Cleveland’s United Food Management 
Services runs 190 cafeterias serving 
some 250,000 people every day. 
Caterers not only handle all com- 
plaints—and, incidentally, keep food 
from becoming a union-management 
problem—but can also buy and pre- 
pare food more efficiently. Nation- 
wide knows that heavy-production 
workers need up to 6,000 calories 
daily, while office workers should 
have more salads; that easterners like 
their coffee strong and black, while 
westerners want it weaker and with 
cream. 

Caterers work on either a guaran- 
tee-against-loss contract or a straight 
profit deal. For small firms (fewer 
than 500 workers), or for those who 
want spectacular meals at rock-bottom 
prices, the guaranteed contract is 
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best; the caterer gets a fixed fee 
Cusually 5 per cent of sales), and is 
also reimbursed for any losses. Big- 
ger companies with less ambitious 
plans take a straight profit deal. 
Either way, the savings are impres- 
sive. Western Electric cut an $8,000 
loss a year to $1,400 by turning over 
its cafeteria to a caterer. 

While U.S. businessmen are 


Is Air Conditioning Practical for Your Plant? 


A YEAR AGO a midwestern manufac- 
turing firm decided to air condition 
its meter assembly plant. The deci- 
sion was made on the grounds that 
“what air conditioning has done for 
our office people and executives it 
can do as well for the man on the 
line.” Before the system was installed, 
workers were assembling some 9,000 
meters in about 5,000 manhours. 
Some weeks after the plant had been 
air conditioned, a study showed that 
10,474 units were being turned out 
in 3,872 manhours—an increase in 
worker efficiency of 51 per cent. 

Despite such examples, less than 
1 per cent of the country’s factories 
are air conditioned. Not every plant, 
of course, can be air conditioned 
economically. But whether your plant 
is new or old, a little research may 
show that the job can be done at 
surprisingly low cost in relation to 
the potential return. 

John E. Haines, a vice president 
of Minneapolis-Honeywell, recently 
made a study of the cost of plant 
air conditioning. He estimates that 
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anxious to boost their eating pro 
grams out of the red, they also realize 
that one sure way to a worker's heart 


is through his stomach. If the cost 
runs into a few thousand dollars each 
year, it is still a small enough price 
to pay. 

= Time, 


June 10, 1957, 
Pp. 94:2, 


in a typical new industrial plant, 
which costs about $45 per square 
foot to operate, the cost of a year 
round air conditioning system which 
is operated ten hours a day is 47 
cents per square foot per year, or 
1 per cent of the total operating cost. 

This means, says Haines, that if 
the efficiency of the workers in this 
average new industrial plant is in 
creased by just this amount as a 
result of air conditioning, the system 
pays for itself. 

In the typical older industrial plant, 
Haines says, the cost of owning and 
operating a complete air condition 
ing system is about 58 cents per 
square foot annually, or a fraction 
over 1 per cent of the total operating 
cost. 

Haines offers one warning: Dont 
try to save money by getting a les 
than adequate system. The saving i 
slight and the effectiveness may be 
greatly diminished. 

When evaluating air conditioning 
for your plant, don’t overlook poter 
tial benefits to your process or pre 
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duction setup. In one hosiery mill, 
knitting machines were especially 
vulnerable to variations in tempera- 
ture and humidity. When manage- 
ment installed air conditioning, main- 
tenance costs went down 80 per cent. 

There are a number of types of 
air conditioning available: (1) The 
package unit, (2) the high- or low- 
yelocity central plant, (3)) the induc- 
tion system, and (4) the chilled 
water perimeter system. 

In some cases, the package unit— 
either a window-sill or cabinet model 
air conditioner—is feasible. Gener- 
ally, though, for industrial purposes 
its low capacity, high maintenance 
cost, and short life rule against it. 

The central systems can be more 
effectively integrated with over-all 
building plans and provide better 
control of temperature and humidity. 
Centralized air filtration is more ef- 
ficient and cuts down maintenance. 
Air can be distributed to specific 
zones when it’s needed. Although the 
equipment takes up a lot of room, it 
has a long useful life: about 30 years. 
And for year-round conditioning 
(heating, cooling, dehumidifying), 
the central system is the most eco- 
nomical. 

Central systems are indicated 
wherever a cooling capacity over 
100 tons is required. A “ton” is a 
rating term used in air conditioning 
which refers to the cooling effect 
that much melting ice would give in 
24 hours. Most manufacturers today 
will supply ratings in horsepower and 
BTU’s—easier for your plant engi- 
neers to work with. 

How do you choose between high- 
velocity and low-velocity equipment? 
Low velocity systems offer lower 
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operating costs, but require more 
duct space and greater alteration of 
existing buildings. In some cases, 
combining the two types can be very 
satisfactory. 

The chilled water perimeter sys- 
tem and the induction system are 
similar types: They both supply 
chilled water to individual units lo- 
cated throughout the plant or office, 
where fans force air over coils to 
lower the temperature. Disadvantages 
include the need for an excessive 
number of filters, which collect dust 
and require frequent changing. 

In older plants, the cost of install- 
ing equipment is likely to be higher 
than in new buildings. Poor insula- 
tion, skimpy plumbing, and _ inade- 
quate wiring often add to the cost 
of air conditioning old plants. You 
may also need some “cutting and 
patching” to get ductwork up through 
floors and walls, and costs for this 
can be as high as 40 per cent of 
the total installation cost. An advan- 
tage of an old building is that it 
usually has less window area, which 
helps to cut down solar heating. One 
way to ease the heat load and lower 
your operating costs is to flood the 
roof. Even a few inches of water can 
substantially lower the heat trans- 
mitted to your plant interior. 

Even if you can’t air condition 
this year, you may want to plan 
ahead to the time when you may be 
able to do so. Here are some points 
to guide your thinking: 

1. Have an air conditioning en- 
gineer survey your plant and give 
you a preview of costs. Many equip- 
ment manufacturers do this without 
charge. 

2. Consider air conditioning your 
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key areas first: rest rooms, critical 
assembly and manufacturing stations, 
etc. 

3. If you're planning a new build- 
ing, by all means investigate the in- 
stallation of air conditioning before 
the building goes up. 

Finally, bear in mind that air con- 





ditioning makes it possible for you 

to relocate your plant nearer to major 

sources of supply or major customers, 

even if the area has an unfavorable 
climate. 

@ MANAGEMENT METHOoDs, 

June, 1957, 

p. 43:3. 


“Executive Reservists” Wanted 


GOVERNMENT MANPOWER SPECIALISTS are hard at work in Washington 
launching a reservist program so that government executive jobs can be 
filled quickly in the event of mobilization for war. U.S. business execu- 
tives are being invited to join a special 2,000-man task force known 
officially as the National Defense Executive Reserve. Supervision of the 
program has been placed under the Director of the Office of Defense 


Mobilization. 


About 1,000 reservists have already been signed up, and Edward J. 
Gallagher, coordinator of the program for ODM, says that another 1,000 
will be added by the end of the year. Although most reservists are busi- 
nessmen, there are also a number of professional men such as dentists, 
physicians and engineers. In addition, there are some labor union officials 


in the program. 


Any interested executive may apply for a reserve appointment by getting 
in touch with the executive reserve coordinator for a federal agency that 
might have need for his particular abilities. The agencies regard top-level 
management men as choice recruiting targets; they try to select men 
who are at least 45 years old and have broad experience in functional 
areas such as production, manpower, and transportation. 

There is no legal obligation for an executive who joins the program to 
serve if an emergency develops. During peacetime, the requirements are 


that members attend meetings about twice a year. 


New reservists are 


asked to attend a two-day indoctrination conference to learn the mobiliza- 
tion plans of the agency to which they have been assigned. 

—Harry J. Lambeth in The Clevelander (Cleveland 

Chamber of Commerce, Cleveland, Ohio) 6/57 





SPECIAL AMA FINANCE CONFERENCE 


AMA’s Special Finance Conference on “Mergers and Acqui- 
| sitions” will be held Wednesday through Friday, October 16-18, 
| at the Statler Hotel, New York. 


| 
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How Bulletin Boards Are Being Used 


\ajor 

ners, NOTHING has succeeded in replacing the old-fashioned bulletin board as 

‘able an effective means of communicating with employees, judging from a 
recent Dartnell Corporation survey. Well over 90 per cent of the 223 

one companies surveyed still use the bulletin board to keep employees informed. 

95 7 Employers use boards for the most part “because they are still the most 

3:3, time-saving, economical, and quickest means of communication with 


employees.” The number of boards maintained varies according to the 
size of the company. Smaller companies report the use of one or two 
boards, medium-sized firms may have as many as 10 or 20, and very 
large companies have up to 1,200 boards. 

About 65 per cent of the respondents reported that maintenance of the 
bulletin boards was a personnel department function. The remainder who 
answered assign the maintenance to: department heads (10 per cent); 
industrial relations department (10 per cent); or other departments (8 
per cent). Among the subjects most commonly posted are: rules and 
regulations, safety awards, job postings, attendance records, sickness or 
death announcements, recreation activities, and new-product announce- 
ments. 

Most of the surveyed companies (95 per cent) have a definite system 
designed to keep the boards timely and current. The methods used in- 
clude: weekly inspection, 40 per cent; biweekly inspection, 22 per cent; 
monthly inspection, 10 per cent; outside service, 5 per cent; announce- 
ments dated for posting and withdrawal, 15 per cent. 

—Dartnell Personnel Service 


Etiquette in the Waiting Room 


A SALESMAN doesn’t have to cool his heels for hours in the reception 
room of Westinghouse’s purchasing department at Columbus, Ohio. 
Realizing that salesmen were having to wait far too long before seeing 
buyers, the company devised a simple time-clock system to solve the 
problem. 

Under the new system, as each salesman signs the register the 
receptionist gives him a card stamped with his time of arrival. She 
notifies the buyer he wants to see, and he begins his wait. If the buyer 
doesn’t call back within 20 minutes, the receptionist prods him with 
“7 another call. When the salesman is sent in for the interview, he leaves 
his card with the receptionist, who stamps it again in the time clock. 

At the end of the day, the purchasing agent goes through the cards 
and picks out those that indicate an unreasonably long waiting time. He 
then reviews these with the buyers involved. The new system has paid 
, off: the number of salesmen waiting more than an hour to see buyers 
| has dropped to 3 per cent. 

—Purchasing 6/57 
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ONE OF INDUSTRY'S biggest chal- 
lenges and biggest headaches today is 
the naming of new products. The 
public is already fluent in the argot 
of brand names: men drive Jaguars 
and smoke Marlboros, rather than 
mere automobiles and _ cigarettes; 
women take Chop-ettes out of Hot- 
points and pop them into Rotobroils; 
children nag for Bosco; even cats 
squall for Puss ’N Boots. And every 
day between three and five hundred 
new products make their appearance. 
As the sheer number of new things 
requiring zippy, colorful identification 
has increased, modern naming tech- 
niques have grown more complex. 
The baptism of a new product has 
become for many nationwide com- 
panies a mass operation involving the 
creative efforts of thousands of people, 
and even the participation of the 
U.S. public itself. 

As many as 1,500 to 2,000 people 
participate in the first phase of prod- 
uct naming in the biggest corpora- 
tions. It is now standard operating 
procedure to send out a flash memo 
to everyone from the chairman of the 
board to the stock-room clerks, in- 
viting suggestions for the name of a 
new commodity. The results are con- 
solidated into a list, perhaps 500 
names long. Save for the cosmetics 
industry, where product names are 
traditionally poetic and sexy, these 
name lists makes less than engaging 
reading. Page follows page of such 
inventions as Nimble-iron, Iron-zip, 
Sleek-eeze, Iron-witchery, Satin-skim 
—actual proposed names for a new 
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The Quest for Brand New Brand Names 


ironing aid made by the General 
Foods Corporation. 

The problem is next dumped into 
the lap of the firm’s advertising 
agency, which uses the company list 
as a jumping-off place. In the adver- 
tising world, too, the trend is toward 
“group creativity.” Each of the four 
largest agencies—which probably pro- 
duce most of the new brand names 
that actually become household words 
—will often put its entire staff of 
some 2,500 people on the job. 

Depending on “the client's” preju- 
dices, the agency's final list of 
names will vary strikingly in length. 
The current emphasis is on quantity. 
The Sinclair Refining Company used 
a relatively modest list of 100 names 
as a basis for naming Power-X gaso- 
line. General Foods reviewed 2,800 
names from Young & Rubicam for 
what turned out to be Dreamwhip, a 
new whipped-cream substitute. Rev- 
lon received a list of 5,500 names 
from BBD&O for a new lipstick line. 
Many an executive has confessed to 
dismay when confronted with such 
fruits of mass creativity. 

The next step is to cut the master 
name list down to more manage- 
able size. This qualitative screening 
process may be performed by an in- 
dividual boss (old-fashioned), or by 
a group (modern)—usually a nam- 
ing committee composed of top com- 
pany and agency executives. At the 
unfashionable end of the decision 
making spectrum, B. J. Hines, prod- 
uct development manager of General 
Foods, reports that the list of 2,800 


THE MANAGEMENT REVIEW 














into 


sing 


list 


pro- 


rds 
of 


eju- 
of 
ath. 


sed 
nes 


300 
for 
, a 
lev- 
nes 
ine. 
| to 
uch 


ion- 


eral 


iEW 





names for Dreamwhip was efficiently 
reduced to two by one fearless man— 
himself. The modern committee 
method was used at Sinclair, Presi- 
dent J. E. Dyer reporting that the 
list of 100 names was rapidly 
screened down to twenty-four “by 
unanimous elimination.” Unanimity 
in groups is rare, however, and fear- 
some battles often rage on executive 
naming committees. 

Executive nerves may be further 
strained by the next step—legal 
screening of the edited list to elimi- 
nate those names which are already 
copyrighted, are in the public do- 
main, or are too similar to copy- 
righted or public-domain names for 
legal comfort. This stringent screen- 
ing almost invariably takes many— 
sometimes all—of the favorite candi- 
dates out of the running. 

For those companies which are 
willing to settle for the combined 
efforts of a mere four or five thousand 
collaborators, the time now has come 
for a final choice. In recent years, 
however, the most progressive firms, 
fearing that their mass brain-picking 
and distillation somehow may not re- 
flect popular thinking, have hired 
motivational research companies to 
seek out the opinions of a still larger 
group—the American people itself. 

MR testing of public opinion, it 
is felt, reduces the economic gamble 
on the final name to a minimum. It 
also serves the more tacit purpose of 
protecting the company’s executives 
in the political warfare so often at- 
tendant on final naming. At railroad 
stations, on Main Streets, by tele- 
phone, and at their own front doors, 
thousands of citizens are painstaking- 
ly put through a battery of “con- 
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sumer jury tests.” And, slowly, those - 
names are eliminated from the com- 
pany’s list which most people dislike, 
can’t spell, can’t recall after an in- 
terval of time, or do not understand 
readily when spoken. 

The Socony-Vacuum Oil Com- 
pany, for example, asked an MR firm 
to test the name Sovac, which it 
contemplated putting on its products. 
Research revealed that the public re- 
lated this name to Soviet Russia and 
communism. The company promptly 
changed its name to Socony Mobil 
Oil Company. 

Such analyses of public opinion 
may take anything from several weeks 
to a year to complete, and may cost 
anything from $1,000 to $25,000. 
When all public reactions are in and 
organized in neat statistical charts and 
graphs, the company finally finds it- 
self with a few choice names that are 
guaranteed to provide the new prod- 
uct with “prefabricated good will.” 

However, the current naming 
techniques have enemies as well as 
exponents. Three major criticisms 
are leveled against the modern mass 
operation: 

Critics lambaste the tendency to 
substitute quantitative for qualitative 
thinking as an attempt to spread re- 
sponsibility thinly. 

Secondly, the critics say, the cur- 
rent industrial excitement over prod- 
uct naming is a tempest in a teapot. 
“Take a camel,” says advertising ex- 
ecutive Ed Wolff. “It’s a quadruped, 
rough surfaced, evil smelling. But 
not a Camel. A Camel is a manu- 
factured product, smooth, white, fra- 
grant. The moment a name becomes 
identified with a product, the words 


in the name lose their original sig- 
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really doesn’t make 
name you 


nificance. It 
much difference what 
choose for a product.” 

And finally, say the critics, even 
the most delightful of product names 
will get nowhere fast without a heavy 
advertising budget to sell it to the 
public. Some of the most successful 
products in America have names that 
are irrational (Hotpoint Freezers), 
absurd (Chock Full O’Nuts Cof- 
fee), tongue twisters (Manischewitz 
Wine), dull (Piel’s Beer) or mean- 
ingless (Kodak, Orlon, Dreft). What 
single factor has turned these names 
into household words? Millions of 





dollars’ worth of advertising, say the 
critics. 

Even some of the most ardent ad- 
vocates of mass creativity and public 
opinion research admit to doubts 
about their techniques. But amid the 
nightmarish avalanche of new prod- 
ucts requiring names, industrial nam- 
ers are too busy and too prosperous 
to worry about the question: “Is there 
method in all this madness—or is 
there madness in all these methods? 


= Edith Efron. 

Tue New York Times MAGAzZIne, 
July 7, 1957, 

p. 14:3. 


Industrial Disaster Planning: A Survey 


ONE LARGE COMPANY has supplied 
16 centers around the country with 
pay checks in $25 and $100 de- 
nominations—checks that may never 
be handed out to emplovees. 

Another has purchased a “nursing 
home” some distance from the home 
office, large enough to sleep 65 
people and stocked with food which 
is kept continuously fresh by ar- 
rangements with a caterer. The food 
may never be eaten. 

A third company has “thought 
seriously” about building a produc- 
tion plant in a cave it already owns— 
so that facilities would be available 
“just in case.” 

These three examples show how 
far some companies have gone, or are 
prepared to go, to keep production 
going in case of a nuclear attack that 





could devastate their biggest plants 
and offices. 

Emergency plans of these and 
other top U.S. corporations were dis- 
cussed recently at a Washington 
seminar sponsored by the Commerce 
Department's Business and Defense 
Services Administration. The BDSA, 
chief operating link between business 
enterprises and federal mobilization 
planning agencies, is charged with 
giving “guidance and leadership to 
industry in the development of plans 
and programs to assure the con- 
tinuity of essential production in 
event of attack.” 

Some firms’ plans are surprisingly 
well developed. The company with 
the phantom pay checks already has 
deposited bonds and other securities 
at widely dispersed locations. In the 
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event of nuclear attack, employees 
are expected to report to the 16 cen- 
ters stocked with the pay checks. 

The “nursing home” is designed to 
be an emergency headquarters at 
which about one-third of a company’s 
top management—already picked out 
in advance—would regroup if the 
home office were knocked out. The 
home is equipped with multicircuit 
telephone switchboards and teletype 
machines, as well as a vault contain- 
ing 30 million microfilm images of 
vital corporate records. A 24-hour 
guard patrols the place. Duplicate 
microfilm records are continually 
being stored in an underground vault 
at another location in case even the 
nursing home is hit. 

The BDSA has been promoting 
such advance planning for over 
three years, and, an official says, 
“more than 700 companies have al- 
ready done a good bit about it.” 

The importance of continuing pro- 
duction and management functions 
in time of attack can’t be overstressed, 
says William E. Haines, director of 
the BDSA’s industrial defense divi- 
sion. “The nation’s ability to defend 
itself militarily . . . rests squarely 
upon the foundation of its produc- 
tion capability,” he told a recent 
seminar. “Failure to protect that ca- 
pability and provide for its conti- 
nuity, even under the most severe 
and austere conditions, might well 
mean the end of freedom every- 
where.” 

The companies participating in 
the seminar were queried on the ex- 
tent and types of their preparations 
for nuclear attack. Not all the com- 
panies replied to all questions. 

Out of 18 companies answering, 
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ten revealed they have plans for post- 
attack regrouping, five said they 
don’t, and the remaining three said 
they are studying the problem. One 
small company has designated the 
home of its president, situated in a 
nontarget location, as an emergency 
office. 

On the problem of management 
succession, 16 of the 21 answering 
companies said they already have 
provided for automatic replacement 
of top officials who may be killed or 
disabled. Said one _ representative: 
“We have replacement lists in four 
widely dispersed locations throughout 
the country. Only the top executives 
know who the replacements are. All 
of our top people down to assistant 
superintendents have been advised of 
these lists and of what to do in case 
of a catastrophe.” 

A majority of companies favored 
the building of new plants outside 
vulnerable areas: Of 18 companies, 
15 agreed that “dispersal”—which 
the Federal government has urged for 
several years—should be a strong 
consideration in locating new plants. 

More controversial is the question 
of whether to move existing produc- 
tion of essential items away from 
potential target areas. Out of 15 com- 
panies, 10 said they are considering 
transferring production, but another 
5 said it simply isn’t feasible. 

Nothing has been done by partici- 
pating companies to move production 
underground, the seminar revealed. 
Only two companies said they are 
considering such a move. 

Reaction was mostly cool to the 
idea of strengthening or altering con- 
struction of plants in vulnerable 
areas to increase protection against 
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blast damage or H-bomb fall-out. Out 
of 17 companies answering, only five 
said they have built special protective 
structures or constructed auxiliary 
water-supply facilities or similar 
emergency installations. One official 
summed up the majority belief: “We 
feel that any protective construction 
to safeguard production equipment 
is very costly. For that reason we pre- 
fer to disperse our facilities.” 

All but three companies reported 








they have provided for safe storage 
of vital records. United States Steel 
Corp. disclosed that for years it has 
been storing microfilm records in a 
40,000-square-foot area in a_ coal 
mine. Others said they have rented 
space in special underground storage 
centers run by companies specializing 
in this business. 

= Edmund K. Faltermayer. 


THE WALL STREET JOURNAL, 
April 26, 1957, p. 1:2. 


Getting Fast Action on Cost-Cutting Ideas 


BY SETTING UP a close working relationship between cost reduction com- 
mittees and product planning committees, several Westinghouse plants 
have speeded up the processing of cost reduction ideas that bear on product 


acceptance. 


Here's how the system works: 


The product planning com- 


mittee (comprising marketing, selling, and policy-level managers) sets up 


benchmarks for the cost reduction committee. Principal marks: 


selling 


price, quantity needed, and product features. The cost reduction commit- 
tee (comprising engineering, manufacturing, and purchasing managers) 
determines whether cost reduction ideas will still permit the product to 


be manufactured at a profit under 


established. 


the benchmarks that have been 


When the cost reduction committee meets, the sales manager sits in 


as an adviser. 


He makes on-the-spot decisions as to whether changes in 


materials, methods, or delivery dates resulting from the suggested methods 


improvement would be acceptable in terms of the product. 


This speeds 


up the processing and installation of cost reduction methods, and also 
helps to integrate the thinking and operations of the six major depart- 


ments involved. 


—Lester R. Bittel in Factory Management 


and Maintenance 5/57 





AMA OFFICE MANAGEMENT CONFERENCE 
The AMA Office Management Conference will be held 


Wednesday through Friday, October 23-25 inclusive, at the | 


Statler Hotel, New York. 
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Supplementary Insurance for Employees: 
A New Plan 


TO SUPPLEMENT group life insurance and pension plans—which seldom 
meet an employee’s total needs for family protection—a number of in- 
surance companies are offering a plan which enables employees to obtain, 
without medical examination, standard forms of insurance and retirement 
protection. Under this program—called the “guarantee issue life insur- 
ance plan”—policies are usually underwritten on a formula similar to 
group life insurance. Because medical examinations are waived, 75 per 
cent of the eligible employees are required to participate. Any form of 
individual policy may be elected by the employee, including ordinary life, 
twenty-payment life, life paid-up at age 65, and retirement income. 

Monthly premiums are deducted from the employee’s salary. In some 
cases, the employer contributes a percentage of the premium, and it has 
been found that such a contribution tends to increase the percentage of 
employees participating. Under certain circumstances, the insurance 
company will waive the usual service charge for monthly premium pay- 
ments, making possible a 3 to 5 per cent saving for employees. 

Unlike the interest of an employee in a group life insurance plan or 
typical pension plan, a policy purchased under this program is fully 
vested, and the employee may at any time exercise any options, including 
cash and loan provisions. 


—Pension, Profit-Sharing & Employee Benefit Plans 
(Marsh & McLeod, New York City) 6/57 


Pinpointing Executive Development Needs 


ALTHOUGH MANY COMPANIES have management development programs, 
course subjects are often selected on a hit-or-miss basis. One large company 
(Boeing Airplane Co., Seattle) has developed a system for pinpointing the 
areas in which the need for training is greatest. Here’s the way the plan 
works: 

A 24-hour course in appraisal and coaching is given to all management 
men. Each member of management whose immediate supervisor has 
completed the course is appraised annually, and on the basis of the 
appraisal the two work out a plan to help the subordinate develop his 
capabilities. Copies of the improvement plans, bearing the name of the 
supervisor but not of the person appraised, are turned in tod the central 
management-development office. By tabulating the individual plans, the 
central office can determine which development needs are common enough 
tc warrant the course approach. 

—Labor Policy and Practice (Bureau of 
National Affairs, Inc., Washington, D.C.) No. 368 
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ALTHOUGH NOTHING on the U. S. 
business scene has provoked more 
elbow digs and thigh-slapping than 
the expense account, the joke has 
lost much of its freshness in recent 
years. For one thing, the laughter is 
apt to have a hollow ring in the 
halls of the Internal Revenue Service. 
For another, the expense account is 
analyzed by modern accounting de- 
partments whose IBM machines make 
no allowance for witty explanations. 
It has even been “automated” with 
“charge it” systems that make it al- 
most unnecessary for a traveling busi- 
nessman to touch money at all. Most 
of all, it has become commonplace. 
More people are spending more 
money on the company cuff than at 
any other time, at a rate that would 
astound “swindle-sheet” artists of a 
decade ago. 

The fact is that heavy expense 
accounts have become an integral part 
of the boom economy, a custom that 
few companies can afford to drop as 
long as their competitors hold on to 
it. To begin with, there are many 
absolutely essential business expenses. 
And if some top salesmen and other 
executives pad their accounts, well, 
that’s the price many companies feel 
they must pay these days to attract 
and hold top men. 

There is no better evidence of the 
importance of expense accounts than 
the flourishing array of high-priced 
businesses which feed on them. A 
large part of first-class railroad travel 
is financed by expense accounts. 
United Airlines, whose “Executive” 
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Spending on the Company Cuff 


flights between New York and Chi- 
cago cater to men only (featuring 
cigar smoking, steak dinners, slippers 
for tired feet), sells 70 to 90 per 
cent of first-class tickets to expense- 
account travelers. 

Some 80 per cent of luncheons 
served at top Manhattan restaurants 
like “21,” Le Pavillon, and Chambord 
(lunch prices: up to $30 including 
a couple of drinks and a bottle of 
wine) are expensed. On the Florida 
Gold Coast, expense accounts are the 
backbone of the winter economy. 

Expense account money provides 
the bulk of business for car-rental 


firms and ticket agencies. (A New 
York ticket broker has company 
clients who average more _ than 


$1,200 a month on theater tickets.) 
Its impact on the hotel business is 
almost immeasurable. 

Detroit’s Russell Kelly Office Serv- 
ice finds that it takes about $50 a 
day to keep one salesman on the 
road, and many companies spend far 
more. Companies in the hard-goods 
fields ordinarily outspend soft-goods 
manufacturers (whose profit margins 
are generally lower). The biggest 
spenders of all are the advertising, 
public relations, and entertainment 
industries. 

The hazy connection between 
money spent and the actual benefits 
received in these last three fields 
makes it hard for accounting depart- 
ments and tax men to apply hard-and- 
fast standards. New York, Chicago, 
and Los Angeles are full of advertis- 
ing account executives, television 
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time buyers and time _ salesmen, 
theatrical agents, and a raft of other 
communications specialists who al- 
most never eat a lunch, take a taxi 
ride, or have a drink not charged to 
the expense account. The head of a 
small New York public relations firm 
figures that he eats about two-thirds 
of his lunches with press or radio 
people, prorating the bill among his 
clients according to the amount of 
talk devoted to each one between 
Martinis and coffee: (The clients in 
turn charge this off as one of their 
business expenses.) The rest of thé 
time, the PR man dines with fellow 
workers and writes off the check on 
his expense account as a_ business 
conference. 

Rigid control over expense accounts 
is becoming obsolete, even in such 
traditionally tight-fisted fields as bank- 
ing. Expense allowances may, how- 
ever, be graded according to an 
employee’s slot in the executive 
echelon. The National Industrial 
Conference Board, in a survey of 
183 companies, found many firms 
“report that members of top manage- 
ment use bedrooms (when traveling 
overnight on trains) while men of 
lesser rank are restricted to roomettes 
or lower berths.” 

“When our men are traveling to 
represent us,” says A. M. Krause, di- 
rector of budgets for Norge division of 
Borg-Warner Corp., “we want them 
to live and eat as well or better than 





they do at home, so we keep in mind 
the income level of each job.” 

How to tell when a man’s ex- 
penses exceed his value to the com- 
pany? Norge’s Krause thinks (and 
most budget men would agree) that 
the question is worth asking on lower 
echelons, but impossible to answer 
in the case of top company execu- 
tives. “They know better than I do 
what they have to spend to benefit 
the company,” he says. 

As often as not, it is up to the 
Revenue Service to make the final 
judgment—a judgment confused by 
the fact that in many cases an ex- 
pense account is not simply a device 
for defraying the expenses of a man 
on company business but part and 
parcel of his compensation. 

As the officer of a Detroit firm 
puts it: “Give a man a membership 
in a country club and don’t crowd 
him too much regarding whom he is 
entertaining, and you've given him 
a nontaxable fringe benefit.” 

The Atlanta Paper Co. has no 
trouble in justifying the expense of 
maintaining its 80-foot yacht. “It’s 
an active sales tool, fully scheduled,” 
explains an official. “We don’t have 
$25 and $100 sales. When we put 
in a packaging system for a brewery, 
we're talking $50,000 and up. It’s 
not making initial sales either— it’s 
holding them that counts.” 


a NEWSWEEK, 
May 20, 1957, p. 84:4. 





THE BILLION-DOLLAR CLUB gained four new U.S. companies in 1956. 
There are now 81 companies with assets of that amount. 
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Is THE CURRENT LEVEL of consumer 
credit a potential threat to a sound 
economy? Should the government 
have emergency power to impose 
controls? These questions have been 
illuminated—though not answered— 
by a new Federal Reserve Board re- 
port, the most comprehensive study 
ever made of consumer credit as an 
economic force and a public issue. 

In the report, the defenders of 
consumer credit cite it as a main con- 
tributor to economic growth and ris- 
ing standards of living, and maintain 
that it is self-correcting when it 
threatens to expand dangerously fast. 

However, an impressive array of 
scholars contributing to the report, 
backed by an occasional banker or 
businessman, see consumer credit as 
a potentially dangerous force in the 
economy, capable of running wild 
during inflationary periods and hard 
to restrain by general credit strin- 
gency. In addition, some business- 
men view persistent liberalization of 
credit terms as unfair competition. 

Credit has not grown at a steady 
pace, the report shows, Since 1920, 
it has gone through three marked 
waves of expansion: (1) during the 
1920’s; (2) from 1933 to World 
War II, until it was halted by con- 
trols; and (3) since the war. This 
third expansion is still under way, 
though at a less feverish pace than in 
1955. Credit has had two periods 
of contraction—one caused by the 
depression, the other forced by war- 
time controls. 

The present period of expansion 
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Is Consumer Credit Getting Out of Hand? 


has been at a rate of around 16 per 
cent a year—markedly faster than 
the growth of the economy as a 
whole. Consumer debt has also 
grown faster than incomes, assets, 
and savings. 

While not the principal cause of 
any business cycle, consumer credit 
is described as both a leading and an 
amplifying factor. It has greater in- 
fluence on booms than on recessions. 
According to the report, the rapid 
rise of installment credit during 
booms “has contributed to an expan- 
sion of bank credit and has inten- 
sified inflationary pressure.” 

In theory, a large amount of con- 
sumer credit outstanding could also 
have the effect of deepening business 
downturns. With a substantial por- 
tion of income tied up in fixed pay- 
ments on debt, any pay cuts would 
be taken in full out of current con- 
sumption. But this does not seem to 
have happened to a significant degree 
in the recessions of 1949 or 1953- 
54. 

The great depression of 1929-32 
was something else, however. In 
that period, payments on debt ceased 
to such an extent that forced liquida- 
tions became an important factor. 

The basic study in the report, 
“Growth and Impact,” was prepared 
by the Federal Reserve’s own staff. 
It describes types of consumer credit, 
assesses its impact on consumers, dis- 
cusses its economic significance, and 
winds up with a listing of arguments 
for and against controls. 

Two volumes are devoted to the 
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of professional economists, 


views 
while another volume cites business 
and banking views. A constant theme 


in this latter volume: The institu- 
tions that grant consumer credit are 
capable of judging for themselves 
when loans reach the danger point. 

Facts in the report give some sup- 
port to this viewpoint by showing 
that the 1955 worry over the quality 
of newly created debt was unfounded. 
In that year, installment credit 
jumped $5 billion. Yet the General 
Finance Corp. reports that losses due 
to bad loans for the first seven 
months of 1956 ran “approximately 
eight-tenths of 1 per cent, almost 
the same as a year ago.” 

Evidence is offered to support a 
thesis long held by advocates of in- 
stallment credit—that credit stays 
within the bounds of prudence 
through the decisions of consumers 
themselves. From its experience with 
seven million consumer-credit ac- 
counts, Sears, Roebuck & Co. submits 
charts showing that, from 1940 to 
1956, new credit granted in excess 
of repayments remained within 2 to 
2% per cent of disposable consumer 
income. - “Whenever the excess (of 
new credit) has reached that figure,” 
says Sears, “a downtrend . . . in 
credit granted has followed.” 

A lively difference of opinion runs 
through the report on whether in- 
stallment credit is big enough yet to 
play a crucial role in the economy. 
General Electric Co. points out that 
installment credit outstanding repre- 
sents only about 4 per cent of total 
net public and private debt, and only 
7 per cent of private debt. The Fed- 
eral Reserve’s own staff, on the other 
hand, stresses installment credit’s 
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rapid growth and its key role today. 
From $1 billion in 1920, outstand- 
ing installment credit has grown on 
an average of 10 per cent a year to 
$31 billion at the end of 1956. 

However, even this amount is not 
a crushing weight on consumers, 
according to findings of the Federal 
Reserve’s research staff. While in- 
stallment debt itself is growing as a 
percentage of disposable income— 
from 9 per cent in 1939 to 12.7 per 
cent in 1955—other fixed charges 
against income have declined. If in- 
stallment-credit payments, mortgage 
payments, rent, and premiums on 
life insurance annuities are taken as 
a whole, the burden on consumers 
today is less than it was in 1939. 

Perhaps the toughest technical 
problem confronting the Federal Re- 
serve’s researchers is determining the 
degree to which consumer credit re- 
sponds to general credit restrictions. 
It rose, for example, during 1955, 
when the Federal Reserve was tighten- 
ing general credit conditions. A re- 
search team headed by Eliot J. Swan, 
first vice president of the San Fran- 
cisco District Bank, concluded that 
“few indications were found of con- 
crete changes in the quantity and 
terms of consumer credit extended 
at the retail level as a direct result 
of a change in general credit condi- 
tions.” 

On the other hand, most bankers 
and consumer finance executives say 
the evidence is clear to them: Con- 
sumer credit, they say, does respond 
to the Federal Reserve’s general 
credit policy, and so does not need 
special controls. 


= Bustness WEEK, 
March 23, 1957, p. 126:7. 
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The Big Payout in OASI Benefits 


ALTHOUGH THE LEVEL of unemployment compensation payments has 
remained relatively stable since World War II, amounts paid out in 
retirement, disability, and survivor benefits under the Social Security pro- 
gram have risen sharply, reports the Biddle Survey. Last year not quite 
$1.4 billion was paid out to the unemployed under state laws; the total 
was the same in 1955 and about $2 billion in 1954. High employment 
has kept these payments within a narrow range. 

In contrast is the steep rise in the level of Social Security payments. 
Last year an average of nearly 6,200,000 persons received $363,436,000 
a month in retirement or disability pay, and another $1.2 billion went to 
survivors covered by the Social Security program. Since 1950, higher 
benefit payments and an increased retirement rate have brought about a 
500 per cent jump in total payments. 

Social Security costs have also increased sharply. In the first year 
after World War II, contributions to Social Security by employers, em- 
ployees and the self-employed covered by the program amounted to about 
$2 billion. By 1950 they were close to $4 billion, and last year they hit 
$7.5 billion, an increase of 94 per cent since 1950 and 260 per cent 
since the war. 





PHIL INTERLANO! 
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Keeping the Lid on Benefit Costs 


DespiTE the overriding importance 
of cost control in today’s inflationary 
economy, management often overlooks 
opportunities for cutting the costs of 
operating employee benefit plans. 

It is true that many of the factors 
forcing benefit plan costs upward 
are the result of large-scale social 
and economic trends. A single man- 
agement cannot control the general 
inflationary trend, the general level 
of benefits in an entire industry, the 
pressure for new and extended bene- 
fits, the cost of money, or the cor- 
porate tax rate. A company may, 
however, control many specific as- 
pects of its employee benefit plan: 

1. Benefit payments. What man- 
agement can do about benefit pay- 
ments will vary according to the type 
of coverage. In the area of accident 
and health insurance, management 
administration of claims 
tightened up to reduce or eliminate, 
if possible, the payment of unjustified 
claims. 

Next,. the plan itself should be 
thoroughly studied. For income-re- 
placement coverage this will mean 
examining benefit schedules to make 
sure they are set at levels which dis- 
courage malingering. Disability defi- 
nitions should be analyzed to see if 
they are consistent with established 
management policy. 

To control costs of pension plan 
benefits, the early retirement and op- 
tional forms of annuity provisions 
should be designed on the basis of 
actuarial equivalence, and the elec- 
tion of optional forms of annuity 


AUGUST, 1957 


1 
can be 


should be subject to certain time 
limits. Without these controls, benefit 
payments are likely to exceed the 
total anticipated in the plan funding. 

In setting up plans covering medi- 
cal care, management should consider 
the comprehensive types of coverage 
which incorporate deductible and 
coinsurance features to give employees 
a financial interest in the medical care 
they receive. These plans provide 
more realistic coverage for major ill- 
nesses, while reducing coverage for 
minor illnesses which can be taken 
care of more economically by the 
employee himself. 

2. Expenses. Management should 
examine each element of expense 
separately, giving special attention 
to insurance company retentions, 
which vary significantly according to 
the dividend or experience rating 
formula applicable in the given year. 
It is sound business policy for man- 
agement to make sure that they are 
not paying a price for insurance com- 
pany services which is out of line 
with current market conditions. 

In considering funding methods 
for pension plans, management should 
investigate recent innovations such as 
group trusts with and without split 
funding, designed to reduce the cost 
per employee by pooling funds and 
functions. 

Plan administration is another area 
with potentialities for expense sav- 
ings. Larger employers should con- 
sider machine accounting methods as 
a possible means of reducing ad- 
ministration costs. 
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3. Use’'of working capital. To 
minimize the loss of working capital 
needed for pension obligations, care- 
ful financial planning is required. 
Cost contro] here can be effected by 
gearing the advance funding program 
to the projected long-range capital 
needs of the business. Consideration 
should be given to expending more 
than minimum requirements in years 
of high earnings to avoid a drain on 
working capital in years of low or no 
earnings. In this way, management 
can avoid having to borrow from out- 
side sources to replenish minimum 
working capital. 

4. Employee contributions. One 
of the most obvious ways of reducing 
ultimate cost is to provide for or 


increase employee contributions. 
However, union demands, general 
employee resistance, and Treasury 


Department regulations often block 
off this method. Even when it is 


possible, wage increases necessary to 








bring net take-home pay up to the 
level required to keep and _ attract 
desirable employees may offset any 
cost reduction gained from the em- 
ployee contributions. 

5. Interest on plan funds. Inter- 
est is a primary factor in the ultimate 
costs of pension programs. Manage- 
ment control lies in decisions with 
respect to anticipated performance 
of insured, uninsured, or combina- 
tion plans. The investment policy to 
be followed under self-administered 
plans also is subject to management 
control and decision. 

In general, management today can 
expect the interest rate to be a favor- 
able influence on ultimate costs. 
However, this advantage is not auto- 
matic. Periodic review of funding 
and investment policies is essential to 
assure maximum benefit. 

a THE JOURNAL OF COMMERCE, 


June 14, 1957, 
p. 17:2. 


How Industry Boosts Sales with Samples 


THoucGu rr can be expensive, giving 
potential buyers an opportunity to 
sample the product is important in 
industrial selling, judging from a re- 
cent Sales Management survey of the 
sampling practices of 30 representa- 
tive companies. Many of the respond- 
ents emphasized the importance of 
sampling in introducing new prod- 
ucts, opening new accounts, and 
finding new applications for prod- 
ucts. 

This last use of sampling was 
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stressed particularly by R. E. Vick 
iund, manager of sales and develop 
ment for Sindar Corp., which makes 
industrial aromatics and chemicals. 
“It is practically axiomatic that the 
more widely a product is sampled 
and used, the more new applications 
are found for it,” commented Mr. 
Vicklund. “With some of our prod- 
ucts, 80 per cent of the sales are 
accounted for by uses not envisioned 
when they were introduced.” 

One firm, which estimated the 
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cost of an individual sampling opera- 
tion at $50 and up, insists upon 
furnishing samples for the prospect 
to test to be certain the product is 
right for the application he has in 
mind. This company sees sample- 
testing as both a sales aid and a form 
of insurance against customer dis- 
satisfaction. 

Four-fifths of the reporting firms 
mention the availability of samples, 
either regularly or occasionally, in 
their advertising in industrial business 
papers, through direct mail pieces, or 
verbally through their sales staffs. 
Some use two or all three channels. 

According to the survey, a com- 
mon sampling problem is how to at- 
tract requests for samples from le- 
gitimate prospects while warding off 
those from unlikely purchasers or 
the merely curious. This can be a 
serious consideration when products 
are expensive or shipping costs are 
high. Continental Steel Corporation's 
Industrial Division manager, E. K. 
Wright, estimates that each sample 
shipped costs the firm at least $50, 
and some run much higher. Titanium 
Alloy Mfg. Division, National Lead 
Co., furnishes samples in a range 
from one-ounce quantities sent by 
air mail to Europe up to carload 
quantities furnished to large poten- 
tial users. 

The majority of respondents 
stressed. the need for judicious screen- 
ing of requests for samples as a 
means of holding costs within rea- 
sonable limits. 

A variation of the sampling tech- 
nique is to demonstrate the product 
rather than give away samples. This 
can be done at conventions or other 
meetings, or during personal calls. 
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Still another form of sampling is 
lending the product—equipment, for 
example—for testing. Wagner Elec- 
tric Corp. makes a practice of offer- 
ing prospective customers the use of 
a test motor. The Norton Co. per- 
mits its wheels to be tested against 
competitive products in prospects’ 
factories. 

Indicative of a swing toward fur- 
nishing materials for trial runs is 
the change made by the Semet-Solvay 
Petrochemical Division of Allied 
Chemical & Dye Corp., which recent- 
ly adopted this practice in preference 
to its former method of furnishing 
samples. 

“As manufacturers of raw ma- 
terials, our sending a handful of 
pellets has no significance,” reports 
advertising manager B. L. Thomp- 
son. “Therefore, we have decided to 
offer to supply testing quantities 
based upon the problems and needs 
of prospects. We try, so far as pos- 
sible, to have sales representatives 
organize this phase of sampling, since 
proper handling is required for best 
effect. Our salesmen carry a small 
supply (about 50 pounds) of the 
product in their automobiles when 
making calls.” 

Methods of delivering samples 
differ widely, even within individual 
companies. The type of product and 
its size and weight, the urgency of 
the request, and the potential busi- 
ness to be expected all have a bear- 
ing on the manner of delivery. 

Though a number of firms sur- 
veyed claim they have special rou- 
tines to speed up delivery of samples, 
few are specific on this point. Several 
say that samples usually go out with- 
in 24 to 48 hours after receipt of 
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requests, and others say three to four 
days. A larger number report that 
they make deliveries within one to 
two weeks. If a valued customer or 
a potentially good prospect teiephones 
or telegraphs for samples, chances 
are that red tape will be cut and 
delivery will be prompt. 

It is common practice for the 
company to send a covering letter, 
either when acknowledging the re- 
quest or when the samples are 
shipped. Copies are usually sent to 
salesmen in the field, branch or dis- 
tributor managers, or sales represent- 


A Lesson from Zoology 


AN ODD LITTLE CREATURE is the processionary caterpillar. He feeds on 
pine needles and moves through the trees, member of a long procession. 
His eyes are half closed and his head is snugly fitted against the back- 


side of the fellow ahead of him. 


Thinking to prove a point, a great French scientist lured a group of 
these caterpillars to the rim of a large flower pot, where he succeeded 
The procession started moving around 
and around and around. The scientist thought that after a while the 
insects would catch on to his little joke, but they didn’t. Centuries of 
instinct kept them going around in an endless circle. 


in linking the last with the first. 


atives. As a rule, the vigor and man- 
ner of follow-up is left pretty much 
to the discretion of the branch office 
or field salesman. Salesmen are usu- 
ally notified regarding inquiries and 
delivery of samples, sometimes di- 
rectly and sometimes through branch 
managers or other local sales direc- 
tors. In some cases, the form on 
which such notification is given 
includes a detachable slip for the 
salesman’s report. 

= Etna M. Kelley. 


SALES MANAGEMENT, May 17, 1957, 
p. 97:3. 





Seven days and seven nights passed—and perhaps many more would 
have, too, but for an outbreak of caterpillar deaths due to starvation. 
An ample supply of food was nearby in plain sight, but it was off the 
beaten path, and the processionary caterpillars were intent on following 
habit, tradition, precedent. 

They mistook activity for accomplishment, but perhaps they were not 
to be censured. They were, after all, brainless little bugs. 

—Proxy (Parker Pen Co.) 





EMPLOYEE OWNERS: Of the 1,066 domestic companies listed on the 
New York Stock Exchange, 40 per cent now have employee stock-owner- 
ship plans open to some or all employees, president Keith Funston reports. 

—lInvestor’s Reader 
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Health Insurance—More Coverage Than Ever 


MORE THAN $3 BILLION—a rate of nearly $10 million per day—of the 
nation’s health care bill will be paid in 1957 through voluntary health 
insurance programs, according to the Health Insurance Council. This 
estimate was based on the results of the Council’s survey of health 
insurance coverage in the United States for 1956. Benefit payments to 
help cover the cost of hospital, surgical, and medical care last year 
amounted to $2.9 billion, an all-time high. 

As of May 1, 1957, the Council estimates, some 118 million persons 
were protected against the cost of hospital expenses through voluntary 
health insurance programs, 103 million were covered for surgical expenses, 
67 million had policies covering regular medical expenses, and 10 million 
were insured against major medical expenses. These figures mean that 
over 70 per cent of the total U.S. civilian population today is protected 
by some form of voluntary health coverage. 

Advances were scored by all types of health insurance coverage during 
the year, the Council reports. The number of people covered by hospital 
care insurance rose by 8 million over the year before, the number of 
people covered by surgical expense insurance increased 9 million, and 
persons covered for regular medical expenses rose 9 million. 

Hospital care insurance remained the most popular form of health 
insurance in terms of number of people covered, with 66,259,000 persons 
holding policies from insurance companies, 53,162,000 enrolled by Blue 
Cross-Blue Shield, and 4,654,000 protected through miscellaneous plans. 

Surgical expense insurance was provided by insurance companies to 
62,996,000 persons, by Blue Cross-Blue Shield to 42,570,000, and by 
other health care plans to 4,909,000. 

Regular medical expense insurance accounted for 33,907,000 persons 
through Blue Cross-Blue Shield; 29,756,000 were covered by insurance 
company programs; and 5,276,000 persons were insured under miscel- 
laneous plans. 

Major medical expense insurance continued its dramatic upward trend: 
Coverage through insurance companies under all forms of major medical 
programs rose to 8,876,000 persons. 


U.S. Consumers Get in Their Licks 


TRADING STAMPS—which have stirred up a good deal of controversy 
in recent months—are big business, a survey by Indiana University’s 
School of Business shows. By the end of 1956, according to the study, 
about $35 billion in retail sales were covered by trading stamps. More 
than 20 per cent of all sales were made by retailers using a stamp plan, 
and at least 50 per cent of U.S. families were saving stamps. Close to 
400 companies were in the trading stamp business, with an estimated 
sales volume in excess of $500 million and premium redemptions of 
approximately $480 million, based on retail list prices for premiums. 


—Printers’ Ink 5/31/57 
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THREE SIGNIFICANT TRENDS in fore- 
men’s thinking—growing sentiment 
for foreman unionization, lack of 
management-mindedness, and _ skep- 
ticism about improving productivity 
—indicate that supervisory morale 
has declined since 1954. This is the 
conclusion reached by the latest sur- 
vey on “Foremen Thinking and the 
Productivity Problem,” conducted for 
the Public Opinion Index for Indus- 
try by the Opinion Research Corpora- 
tion. The new study includes 911 
personal interviews with foremen and 
supervisors from 500 companies in 
59 manufacturing industries. 

“Just when companies are trying 
to cut costs, foremen’s morale turns 
down and their sentiment for unions 
rises,” says LeBaron R. Foster, vice- 
president of Opinion Research, who 
conducted the survey. “A similar rise 
in union sentiment resulted from poor 
foreman morale at the close of World 
War II. It stimulated management 
to pay closer attention to foreman 
thinking, and there were construc- 
tive results up to 1950. Alert man- 
agement will need to pay more atten- 
tion to foreman thinking and fore- 
man training now.” 

Since 1954, the number of fore- 
men either belonging to unions or 
thinking of joining has doubled. Most 
support for foreman unions comes 
from large plants, where foremen deal 
directly with labor unions and are 
pressured to “stop fighting us and 
join us.” 

Although the desire for job security 
and better pay is a leading reason 
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for growing union sentiment among 
foremen, an equally important moti- 
vation is their feeling that their man- 
agement status has not been recog- 
nized. About 27 per cent of the 
foremen interviewed mentioned se- 
curity (job protection and seniority 
rights) as a valid reason for joining 
a union; 23 per cent mentioned the 
opportunity to bargain for better pay; 
and 22 per cent declared that by 
joining a union they would gain the 
stature they don’t get from manage- 
ment. 

Narrowing pay differentials are 
also a factor in foreman discontent. 
In 1954, 85 per cent of the inter- 
viewed foremen said their pay was 
fair; this year’s figure was 79 per 
cent. 

“The survey shows that foremen 
want to be considered part of man- 
agement and treated as such,” says 
Mr. Foster. “But a company doesn’t 
imbue a man with management think- 
ing simply by admitting him to the 
lodge. The time is ripe for real 
demonstrations of good faith, such 
as delegation of authority and re- 
sponsibility, to show foremen they 
are in fact part of management.” 

Foremen’s relations with higher 
management are showing definite 
signs of strain, according to the sur- 
vey. The majority of foremen inter- 
viewed (65 per cent) still identify 
themselves with management. How- 
ever, new supervisors are less con- 
vinced than veterans that foremen 
are, or should be, a part of manage- 
ment. This is not surprising, since 
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many supervisory recruits have spent 
most of their working years in the 
bargaining group. Mere elevation to 
managerial ranks can’t change rank- 
and-file thinking overnight. 

Perhaps more disturbing is the 
fact that among new foremen 67 
per cent say they have received no 
supervisory training. Only in plants 
employing over 2,500 did a majority 
of new foremen report getting train- 
ing. Moreover, about 85 per cent of 
all the foremen interviewed say their 
company has not trained them in 
communicating with workers, hold- 
ing employee meetings, or understand- 
ing human factors. 

One of the biggest roadblocks in 
the way of boosting productivity 
through improved worker efficiency 
is the belief of many foremen that 
it can’t be done. Further, about half 
of the foremen interviewed believe 
that workers gain nothing from im- 
proving their job performance. Be- 
hind this attitude is the tendency of 
many foremen to think of benefits 
for workers in terms of immediate 
gains in wages, rather than in terms 
of increased job security, the satis- 
faction.of doing good work, or other 
intangibles. In fact, foremen rate 
profit-sharing as the most effective 
way of stimulating workers to increase 
their efficiency. 

However, while the foreman thinks 
employees are money-centered, he 
puts pay fairly far down on the list of 
benefits he himself seeks from his 
job. For example, “gaining loyalty of 
people under you,” “chance to ad- 
vance to a higher job,” “satisfaction 
of getting work out on time,” and 
“recognition for doing a good job in 
the plant” are rewards considered 
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more important than pay by many 
of the foremen interviewed. 

According to Opinion Research, 
improved training for supervisors is 
the answer to slipping foreman 
morale. This training should provide 
three things: 

1. Better indoctrination of new 
foremen and supervisors. 

2. More instruction on 
problem-solving. 

3. More emphasis on_ effective 
ways of motivating workers. 

The survey shows that foremen 
who have received training have a 
better conception of their responsi- 
bilities and are more confident of 
their ability to discharge them ef- 
fectively. For example, although 81 
per cent of foremen with training in 
leading group discussions with 
workers believe that this is a good 
technique for stimulating job in- 
terest, only 59 per cent of foremen 
without such training are of this 
opinion. 

Foremen themselves are generally 
enthusiastic about the value of su- 
pervisory training in helping them 
to get top-notch performance from 
workers. Seven out of ten foremen 
interviewed say training “is very im- 
portant in getting workers to pro- 
duce,” and only 5 per cent consider 
it of no help at all. 

Here are the four main ways in 
which foremen feel they can be 
helped to do their job better: 

1. Up-dating supervisory  tech- 
niques. The supervisory job has 
undergone fundamental changes in 
recent years, a fact acknowledged by 
the foremen interviewed in such com- 
ments as “Now you deal instead of 
drive,” and “The foreman has be- 


sensible 
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come manager of his department and 
has much greater responsibility.” This 
change in the foreman’s role calls 
for new supervisory techniques that 
can’t be acquired through on-the-job 
experience alone. Systematic training 
is needed to equip him to meet these 
new responsibilities. 

2. More specific training. Only 
about half of the foremen who have 
participated in supervisory training 
say that it deals adequately with the 
problems they actually face in the 
plant. About 44 per cent feel the 
training is much too general. 

The areas in which training is 
needed most, according to the ma- 
jority of foremen interviewed, are: 
(1) maintaining machines; (2) 
stimulating workers’ interest in their 
jobs; (3) scheduling work; (4) 
keeping workers informed: (5) train- 
ing new workers; and (6) maintain- 
ing production quality. 

3. More information. Despite all 
the emphasis on management com- 
munications in recent years, the fore- 
man still doesn’t get enough informa- 
tion: Only half of the foremen in- 
terviewed feel that management tries 








to keep them fully informed. Opinion 
Research comments, “Companies 
have merchandised the slogan, ‘If you 
don’t know, ask your foreman.’ But 
the companies evidently haven't 
equipped the foremen to do the job 
—especially new foremen, only 35 
per cent of whom say they are kept 
fully informed.” 

4. Communications training. Train- 
ing in this area should have a two- 
fold purpose: to persuade foremen 
that they should take the initiative in 
communicating with workers and to 
equip them with the necessary com- 
munication skills. 

Human relations training and com- 
munication skills trainirg for foremen 
have been regarded too often as a 
passing fad, and many companies 
have shied away from such techniques 
because the results are intangible. But 
these techniques are the best tools 
management has to work with. And 
they have been used successfully by 
many companies who believe in the 
managerial potential of their super- 
visors. 


@ Factory MANAGEMENT AND 
MAINTENANCE, July, 1957, p. 94:4. 


Profit-Sharing Plans on the Upswing 


MORE COMPANIES are turning to profit-sharing as a means of improving 
cooperation between management and employees, according to figures 
released recently by the Internal Revenue Bureau. In 1956, the bureau 
reports, more than 2,000 new profit-sharing plans were started, bringing 
the total to more than 10,000. Some 13 per cent of office workers and 
7 per cent of hourly wage earners participate in profit-sharing plans. 
Deferred-payment plans outnumber cash-benefit plans, especially in the 


larger companies. 





—The Iron Age 5/23/57 
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Can We Adjust to Inflation? 


INFLATION has been forcing itself 
on our attention with ever-increasing 
insistence. The cost-of-living index 
has been creeping inexorably from 
one record height to another. What 
we have been experiencing is a spe- 
cific variety—secular inflation. 

Secular inflation does not mean a 
steady 2, 5, or 10 per cent annual 
rise in prices that people can fore- 
cast and discount. Still less does it 
mean catastrophic runaway inflation 
on the German model of 1919-23 or 
the Chinese model of 1937-48. It 
does mean a system in which prices 
and wages rise during periods of 
prosperity, but the government re- 
lieves recessions fast enough to retain 
most of the increase from the preced- 
ing booms. This kind of wage-price 
spiral seems to be a consequence of 
our “political guaranteee” of full em- 
ployment. 

Is secular inflation necessarily a 
bad thing? Most economists, includ- 
ing the present writer, think it is. A 
minority, including some respected 
authorities, feels otherwise; they make 
the point that secular inflation in- 
duces us to spend income we might 
otherwise hoard, and thereby eases 
the problem of maintaining prosperity. 
Perhaps the most common opinion is 
that secular inflation is a lesser evil— 
bad, but not so bad as the unemploy- 
ment that might result from any 
really earnest attempt to hold the 
price level. So secular inflation is 
here to stay, at least until there is 
a shift in public opinion. How will 
it change our financial structure? 
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Much of our financing is done by 
long-term debt instruments like bonds, 
mortgages, annuities, and life insur- 
ance policies, whose face amounts are 
fixed in money terms. Such financing 
often makes good sense when the 
price level is stable. It makes almost 
as good sense when the prices fluctu- 
ate, when they are as likely to fall as 
they are to rise during the life of the 
debt instrument. Under secular infla- 
tion, however, it would be foolish to 
buy such instruments except at ex- 
orbitant rates of interest. So we can 
look forward to a decline in their 
importance. They may be largely re- 
placed by equity securities such as 
stocks, or by short-term debts which 
can be repaid in money of the same 
real value. Even in the shorter-term 
issues, rises in interest rates are very 
likely. 

Unfamiliar forms of financial in- 
struments can also be expected. A 
straw in the wind may be the at- 
tempts of some insurance companies 
to sell “variable annuities,” which are 
based upon the dividend income and 
capital gains of common stocks held 
by the insurance companies. 

In countries subject to severe long- 
run inflation debt, securities have 
sometimes been issued with principal 
and interest fixed in terms of pur- 
chasing power rather than of money. 
The holder of a $100 purchasing- 
power bond would be repaid $200 
if the price level doubled over the 
term of the bond, and interest pay- 
ments would be adjusted similarly. 

There are, however, a number of 
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serious problems with this approach. 
Suppose the U.S. government were to 
issue purchasing-power savings bonds, 
and that secular inflation continued 
intermittently. There would probably 
be a rush to buy such bonds, a rush 
that would result in the withdrawal 
of bank deposits, the sale of other 
bonds and the redemption of 
insurance policies. This in turn 
would force state and local govern- 
ments and private financial agencies 
to meet the new Federal government 
bond competition. State and local 
governments would raise taxes in 
order to put their securities on the 
same purchasing-power basis. It 
would be more difficult for private 
companies to adjust, especially the 
financial organizations with invest- 
ments mainly in bonds, mortgages, 
and other long-term debt securities 
fixed in terms of money. Thus, un- 
less the whole economy goes on a 
purchasing-power basis in one fell 
swoop, the government can _ issue 
purchasing-power debt securities only 
at the risk of ruining large segments 
of the financial community. 

The Federal government itself 
would face financial and _ political 
difficulties if it put any large part of 
the national debt on a _ purchasing- 
power basis. Every time the price 
level rose, interest and principal re- 
payments would rise, too, forcing the 
government to increase taxes further 
or to expand the national debt by 
more than would otherwise be neces- 
sary. The consequence would be 
higher taxes, greater inflation, or, most 
likely, some combination of the two. 
Purchasing-power securities, in other 
words, are basically another form of 
“escalation,” similar to escalation pro- 
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visions in wage contracts or parity 
provisions in farm price supports. 
They protect certain groups from the 
consequences of inflation, at the risk 
of making the inflation worse. 

Another problem is that during in- 
flationary periods most firms’ selling 
prices rise faster than their costs, but 
the costs usually catch up as each 
burst of inflation draws to a close. 
One result is that conventional money 
accounting exaggerates the fluctua- 
tions of money profits. The over- 
statement of money profits during 
inflations leads to higher demands by 
tax collectors, organized workers, and 
stockholders than could be justified 
otherwise. On the other hand, it 
weakens the case for price increases 
of public utilities and other regulated 
industries. 

Changes in accounting procedure 
are already under way that will re- 
duce these effects. During inflationary 
periods, the device known as LIFO 
(last-in-first-out) prevents the ap- 
pearance on the books of “inventory 
profits” if they must be reinvested 
in higher-priced inventory. A similar 
device known as “replacement de- 
preciation” is being developed for 
capital equipment. Here the problems 
are more difficult, because capital 
goods are seldom replaced with identi- 
cal capital goods, and because reliance 
must be placed on questionable statis- 
tical index numbers. Replacement- 
depreciation accounting is not yet 
recognized as legitimate by the U.S. 
Treasury or by most U.S. accounting 
firms, although it seems likely that 
such recognition will be forthcoming 
if the price level continues to rise. 


= Martin Bronfenbrenner. CHALLENGE, 
June-July, 1957, p. 37:5. 
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W oman’s World 


DIE-HARD MALES who still cling to the belief that woman's place is in 
the home got another body blow recently. The jolt came from a 371-page 
report on a two-year study of working women made by the National 
Manpower Council. The investigation showed the ladies assuming not 
only a bigger role in our economy but an increasingly important one. “At 
least nine out of every ten American women,” the report concludes, “are 
likely to work outside the home in the course of their lives.” What's 
: more, the study predicts, girls who are still attending school can expect 
to spend 25 years or more in paid work outside the home. 

Right now, according to the report, a third of the women aged 14 or 
over are in the labor force in any given month; over the year, more than 
28 million will work, accounting for one fourth of the total annual “man” 
hours and one fifth of the nation’s income—more than $42 billion. 
Women will account for at least half of the expected 10 million increase 
in the labor force between 1955 and 1965. 








Nevertheless, the “career woman”—at least the classic Hollywood 
version who shuns marriage even with Cary Grant in hot pursuit—has 
t almost vanished. Only 7 per cent of U.S. women now fail to marry, the 
5 report found; only one in four of the nation’s female workers has not 
1 married. 
—Newsweek 3/18/57 

e 
y 
) 
. How Industry Gets Through to Employees 
y MORE AND MORE COMPANIES are making use of a variety of communica- 
d tions techniques in efforts to improve employee relations, according to 
ir a recent survey on communications media by Opinion Research Cerp. 
2 Basing its comparisons on past surveys, the report showed the following 
r increases in the number of companies using various techniques: 
1S « Employee publications—from 57 per cent in 1947 to 80 per cent 
al now. 
i- « Letters—from 28 per cent in 1947 to 82 per cent now. 
e « Movies—from 48 per cent in 1950 to 81 per cent now. 
> « Plant tours—from 51 per cent in 1949 to 85 per cent now. 
t- « Supervisory meetings—from 70 per cent in 1951 to 95 per cent now. 
. —Office Equipment News 5/57 
S. 
1g 
at THE AGGREGATE INCOME of America’s 170 million people probably ex- 
ig ceeds the combined income of the 600 million people living in Europe and 

Russia, and it far surpasses the total income of the more than one billion 
. inhabitants of Asia. 
5. —Challenge 6-7/57 
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WHETHER a company should estab- 
lish its own public relations depart- 
ment or engage an outside agency is 
a major consideration frequently re- 
solved with only the most superficial 
thought. Either choice can be right, 
but a company runs serious risks un- 
less it bases its decision on a clear 
understanding of the factors involved. 

In evaluating these factors, man- 
agement should not be unduly in- 
fluenced by what other companies in 
its industry have done, because it will 
seldom have identical problems and 
needs. There are a number of speci- 
fic situations which indicate the 
desirability of outside PR counsel: 

J. When a company has no top- 
level executive with sufficient time, 
experience, and willingness to under- 
take close direction of the program. 

2. When a company’s PR needs 
ere so immediate that time does not 
permit the organization of a compe- 
tent staff to plan, organize and im- 
plement a PR program. 

3. When a company’s PR needs 
are diverse and call for specialists 
from many fields; when PR is re- 
quired only in a “use it when we 
need it” basis; or when the unbiased 
viewpoint of a respected and ob- 
jective outsider is required. 

4. When a prospective outside PR 
counsel has an enormous amount of 
experience in the company’s industry 
or product field—experience so vast 
that the company would have a diffi- 
cult time finding comparable person- 
nel. 

It is common for a company to 
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Who Should Do the PR Job? 


cut its public relations teeth with 
the help of an outside counsel, and 
then—as it receives a public relations 
education—begin to feel the need for 
its own PR department. Unlike many 
of the specialized services which a 
company can buy by the yard, public 
relations becomes so inextricably a 
part of the company’s warp and woof 
that it is logical for it to strike out on 
its own. 

Here are some of the conditions 
which indicate that a company would 
be better off with its own PR depart- 
ment: 

1. If a company feels strongly 
that it does not wish to share its day- 
by-day internal confidences with 
“outsiders” who, to perform efficient- 
ly, must have an intimate knowledge 
of the company’s affairs and motiva- 
tions. 

2. If a company wants to conduct 
its relationships with its various pub- 
lics on a direct basis, without counsel 
or agency acting as go-between. 

3. If a cost comparison reveals 
a saving so substantial that it over- 
rides all other factors. The major 
saving gained from setting up an in- 
ternal PR department is the elimina- 
tion of the counsel’s fee. However, 
from this saving must be deducted 
the rental of space for the corporate 
PR department, administrative costs, 
etc. 

4. When the PR counseling ac 
count executive can be persuaded to 
transfer to the company’s payroll and 
establish a self-contained PR depart- 


ment. 
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In some cases, a company will end 
a PR counseling arrangement and set 
up its own internal department be- 
cause it is dissatisfied with the agen- 
cy’s performance. However, an un- 
fortunate experience with one PR 
counsel should not drive a company 
into a hasty decision to establish a 





PR department of its own; an outside 
counsel may still be the best ar- 
rangement, and the real prcblem 
merely one of finding the right 
counsel. 


s William H. Depperman. 
TweE, June 14, 1957, 
p. 36:2. 


A New Approach to Performance Appraisal 


EvEN THOUGH performance ap- 
praisal within management ranks has 
become standard practice in many 
companies during the past 20 years 
and is currently being adopted by 
many others, appraisal programs fre- 
quently run into resistance from the 
managers who are expected to ad- 
minister them. This resistance is 
usually attributed to the following 
causes: 

1. A normal dislike of criticizing 
a subordinate (and perhaps having 
to argue about it). 

2. Lack of skill needed to handle 
the interviews. 

3. Dislike of the new procedure 
with its accompanying changes in 
ways of operating. 

4. Mistrust of the validity of the 
appraisal instrument. 

Perhaps this negative managerial 
reaction to conventional performance 
appraisal plans shows a deep but un- 
recognized wisdom. The modern em- 
phasis upon the manager as a leader 
who strives to help his subordinates 
achieve both their own and the com- 
pany’s objectives is hardly consistent 
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with the judicial role demanded by 
most appraisal plans. If the manager 
must put on his judicial hat occa- 
sionally, he does it reluctantly and 
with understandable qualms. Under 
such conditions, it is unlikely that 
the subordinate will be any happier 
with the results than will the boss. 
On this basis, then, resistance to 
conventional appraisal programs is 
eminently sound. It reflects an un- 
willingness to treat human beings like 
physical objects. The needs of the 
organization are obviously important, 
but when they come into conflict 
with our convictions about the worth 
and the dignity of the human per- 
sonality, one or the other must give. 
Several companies have been ex- 
ploring different methods of appraisal. 
These approaches call on the subordi- 
nate to establish short-term perform- 
ance goals for himself. The superior 
enters the process actively only after 
the subordinate has (1) done a good 
deal of thinking about his job, (2) 
made a.careful assessment of his own 
strengths and weaknesses and (3) 
formulated some specific plans to ac- 
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complish his goals. The superior’s 
role is to help the man relate his 
self-appraisal, his “targets,” and his 
plans for the ensuing period to the 
realities of the organization. 

The first step in this process is 
to arrive at a clear statement of the 
major features of the job. Rather than 
a formal job description, this is a 
document drawn up by the subordi- 
nate after studying the company-ap- 
proved statement. It defines the broad 
areas of his responsibility as they 
actually work out in practice. The 
boss and employee discuss the draft 
jointly and modify it as may be neces- 
sary until both of them agree that 
it is adequate. 

Working from this statement of 
responsibilities, the subordinate then 
establishes his goals or “targets” for 
a period of, say, six months. These 
targets are specific actions which the 
man proposes to take—i.e., setting up 
regular staff meetings to improve com- 
munication, reorganizing the office, 
completing or undertaking a certain 
study. This ‘document, in turn, is 
discussed with the superior and modi- 
fied until both are satisfied with it. 

At the conclusion of the six-month 
period, the subordinate makes his 
own appraisal of what he has ac- 
complished relative to the targets he 
set earlier. The “interview” is an 
examination by superior and subordi- 
nate together of the subordinate’s 
self-appraisal, and it culminates in 
a resetting of targets for the next 
six months. 

Of course, the superior has veto 
power at each step of this process; 
in an organizational hierarchy any- 
thing else would be unacceptable. 
However, in practice he rarely needs 
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to exercise it. Most subordinates tend 
to underestimate both their potenti- 
alities and their achievements. More- 
over, subordinates normally have an 
understandable wish to satisfy their 
boss and are quite willing to adjust 
their targets or appraisals if the su- 
perior feels they are unrealistic. Ac- 
tually, a much more common prob- 
lem is to resist the subordinate’s 
tendency to want the boss to tell him 
what to write down. 

This approach to performance ap- 
praisal differs profoundly from the 
conventional one, for it shifts the 
emphasis from appraisal to analysis. 
No longer is the subordinate being 
examined by the superior so that his 
weaknesses may be determined; 
rather, he is examining himself, in 
order to define not only his weak- 
nesses but also his strengths and po- 
tentials. He becomes an active agent, 
not a passive “object.” He is no longer 
a pawn in a chess game called man- 
agement development. 

One of the main differences of this 
approach is that it rests on the as 
sumption that the individual knows 
—or can learn—more than anyone 
else about his own capabilities, needs, 
strengths and weaknesses, and goals. 
In the end, only he can determine 
what is best for his development. The 
conventional approach, on the other 
hand, makes the assumption that the 
superior can know enough about the 
subordinate to decide what is best 
for him. 

There is one unavoidable cost of 
this approach to performance ap 
praisal: the manager must spend con- 
siderably more time in implementing 
a program of this kind. It is not un 
usual to take a couple of days to 
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work through the initial establishment 
of responsibilities and goals with each 
individual. And a periodic appraisal 
may require several hours rather than 
the typical 20 minutes. 

Reaction to this cost will un- 
doubtedly vary. The management that 
considers the development of its 
human resources to be the primary 





means of achieving the economic ob- 
jectives of the organization will not 
be disturbed. It will regard the ne- 
cessary guidance and coaching as 
among the most important functions 
of every superior in the company. 


= Douglas McGregor. 
Harvarp Business REviIEw, 
May-June, 1957, p. 89:6. 


Pension Plans Hit New Highs 


PRIVATE PENSION PLANS are continuing the extraordinary growth that 
has made them a major factor in the financial security of millions of 
U.S. employees. By the end of last year, individuals in this country had 
accumulated more than $12 billion through pension plans insured by 
life insurance companies. This is more than double the $5.5 billion held 
in such reserve funds at the end of 1950. 

According to a survey made recently by the Institute of Life Insurance, 
20,780 employer-employee groups in the United States now have insured 
pension plans. This is a net increase of 1,800 over a year ago and an 


85 per cent increase since 1950. 


These plans covered 4,460,000 persons, or 310,000 more than a 
year earlier. This is nearly two-thirds more than in 1950 and six and 
one half times the 1940 figure. Total premiums paid by employers and 
employees for insured pension plans amounted to $1,445,000,000. About 
80 per cent was paid by employers and the rest by employees. 

Group annuities account for the larger part of aggregate insured pen- 
sions. At the end of last year there were 2,495,000 persons covered by 
4,160 group plans of the deferred-annuity type and 1,115,000 covered 


by 1,160 group plans of the deposit administration type. 


Individual 


policy pension plans totaled 13,580 and covered 505,000 persons, while 
miscellaneous plans numbered 1,880 and covered 345,000 persons. 


—Elmer Miller in The Journal of Commerce 4/24/57 





EXPERT HELP: A Personal Planning Service set up at the Connecticut 
General Life Insurance Co. (Hartford, Conn.) helps employees map out 
the best arrangement for meeting present and future financial objectives. 
Since the establishment of the service a year and a half ago, there have 
been over 400 consultations with employees, many of whom have been 
shown how to work out a complete estate plan. 


—lIndustrial Relations News (230 West 41 Street, 
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New York 36, N.Y.) 
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Never has U.S. industry moved 
around as much and as fast as it is 
doing now. With $38 billion cur- 
rently being spent each year on new 
plants and equipment, the industrial 
map of the United States is changing 
almost from day to day. 

Industry’s search for new plant 
sites has created unprecedented prob- 
lems for U.S. executives. Although 
thousands of companies have dis- 
covered they can realize substantial 
savings by locating their plants in 
small communities, they have had to 
face the fact that they must pick the 
right community or risk losing mil- 
lions of dollars and even endangering 
their entire operations. 

In a survey conducted during the 
past three years, more than 1,000 
major industrial firms were asked: 
“Has your new plant location been 
completely successful and, if not, 
what have been the most important 
contributing factors?” Based on their 
answers, here are the ten most com- 
mon and hazardous pitfalls to be 
avoided in picking a plani site: 

1. Miscalculating labor costs. Moré 
manufacturers mentioned this factor 
than mentioned any other. Some 
concerns, in fact, had to move from 
their new locations because they had 
mistakenly placed dependence on av- 
erage hourly rates. A number of 
companies developed wage-rate data 
for comparative skills and job occupa- 
tions but neglected to assess the effect 
of local fringe benefits, which ranged 
from 6 to 47 cents hourly. Some 
concerns inquired about incentive 
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systems affecting wage rates, but few 
took into account the relative differ- 
ences in work weeks, overtime 
patterns, turnover, absenteeism, pro- 
ductivity, and attitudes reflected in 
man-days lost in strikes and labor 
disturbances. 

2. Inadequate labor reservoir. A 
surprising number of executives ad- 
mitted that the very existence of their 
companies had been jeopardized by 
lack of a suitable labor force to man 
their new plants. Forceful community 
efforts to attract new payrolls have 
created, in some cases, situations 
where one new plant competes with 
another in a dwindling labor market. 
Assumptions that labor will commute 
to highly paid jobs outside the city 
often prove fallacious. Most com- 
panies interviewed apparently have 
not insisted on a ratio of at least four 
available applicants to every job, in 
order to assure reasonable selectivity. 

At least 50 ver cent of all firms 
interviewed during the three-year 
period miscalculated the caliber of 
the labor force available to them. 
Even though the number seemed 
adequate, over-age applicants, mar- 
ginal workers, drifters, and the physi- 
cally unfit cut qualified workers to a 
bare minimum. 

3. Failure to anticipate growth. 
Industrialists frequently have found 
that smaller communities offer more 
favorable conditions than metropolitan 
areas. But many have not foreseen 
future expansion needs and are 
thwarted by the size of the site orig- 
inally acquired, by encroachment of 
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residential and commercial districts, 
and by the limited size of water, 
sewerage, power, and gas lines. In 
some cases, location of branch plants 
has been faulty in relation to the 
need for future plants. 

4. Carelessness in checking site. 
Unforeseen costs due to poor subsoil 
conditions are not unusual. Other 
problems have plagued executives: 
too late they have discovered that 
utilities must be extended at company 
expense, that zoning ordinances re- 
strict the use of their land areas, that 
access roads are inadequate for han- 
dling employee and truck traffic, and 
that expected cooperation from bus 
lines in bringing personnel to the 
plant is not forthcoming. 

5. Lack of distribution know-how. 
Of the 40 per cent of the manufac- 
turers interviewed who opened re- 
gional plants in order to lower freight 
costs and insure better customer serv- 
ice, almost a third admit serious mis- 
takes in judgment because of failure 
to make a complete investigation. For 
example, no less than 17 companies 
that have built warehouses have 
found the available freight “spread” 
insufficient to warrant the capital 
outlay involved. 

A common error was the assump- 
tion that favorable commodity rates 
applying at certain points would be 
available at selected nearby locations. 
In some cases, this was not true, 
because of the historic interrelation- 
ship between freight rate-making ter- 
titories. One large company found 
that it had unwittingly located out- 
side the free pick-up and delivery 
zone of a large city. The estimated 
cost of this oversight is probably about 
$40,000 annually. 
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6. Local impact of new plant. The 
establishment of large plants in small 
communities has introduced complex 
problems in traffic flow, utility dis- 
tribution systems, and fire protection. 
In one case, the transfer of a sizable 
group of supervisory personnel, tech- 
nicians, and executives created a 
drastic housing shortage, crowded 
school rooms beyond capacity, and 
even strained the medical facilities of 
the selected community. Too fre- 
quently, company investigators make 
only a superficial evaluation of the 
ability of a community to cope with 
a huge new plant superimposed on an 
agricultural or semi-industrial econ- 
omy. 

7. Lack of supporting facilities. 
Many nonintegrated firms have dis- 
covered that, although a community 
may be able to provide primary sup- 
plies for manufacturing requirements, 
it may not be able to provide a wide 
enough range of other services, sup- 
plies, and supporting industries. 
Metal-working companies, for exam- 
ple, have been plagued by lack of 
nearby facilities for forging, plating, 
heat treating, and so on. 

8. Utility costs and problems. 
More than 400 companies mentioned 
some type of problem with water, 
gas, power, or effluent disposal. Water 
problems were especially frequent. 
One company using eight million 
gallons of water quarterly figured on 
charges of $967 prior to location 
and was astonished when its first 
quarterly bill turned out to be $1,580. 
It had not been informed of sewer 
assessment charges. 

Two companies interviewed ad- 
mitted that insufficient water pressure 
had necessitated construction of ex- 
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pensive sprinkler tanks. At least a 
dozen plant engineers were dismayed 
to learn that they could not tap into 
the natural gas pipelines that passed 
through their communities. 

9. Underestimating taxes. Any 
number of executives have neglected 
to consider the impact of so-called 
“nuisance” expenses of doing business. 
One company treasurer revealed that 
moving from one state to another 
had meant an increase in the work- 
men’s compensation rate of $2.47 for 
each $100 of payroll. Few companies, 
apparently, investigated state unem- 
ployment insurance rates, which range 
from zero to 2.7 per cent of total 
payroll. 

10. Cost relationships. Cost “in- 
put” factors vary with every company. 
For some, labor accounts for a rela- 
tively high proportion of final de- 
livered-to-customer product costs. In 
others, assembly of raw materials, 
transportation costs to ultimate con- 
sumers, or power and fuel are the 
determining factors. From 10 to 12 
per cent of new plant failures can 
be traced to the fact that executives 





responsible for long-term decisions 
were not fully aware of their own 
product and distribution cost relation- 
ships. They failed to delineate the 
problem, emphasize the most impor- 
tant cost elements, and subordinate 
those with less effect. 

A meticulous analysis of the com- 
pany’s own future production and 
distribution needs is the first step 
toward successful plant location. In- 
numerable factors must be carefully 
weighed if a company is to avoid all 
possible pitfalls. These factors range 
from such tangibles as wage rates and 
fringe benefits, flood hazards, and 
availability of labor, to such intan- 
gibles as local attitudes, labor produc- 
tivity, and work habits. All these and 
scores of other diverse points must be 
considered before a company can 
have a dependable dollars-and-cents 
breakdown of the potential delivered- 
to-customer cost of its product from 
a new plant. 


ws Leonard C. Yaseen. 
Dun’s REVIEW AND 
MopeErN INDUSTRY, 
March, 1957, p. 49:4. 


Is There a Doctor in the Plant? 


IN-PLANT MEDICAL FACILITIES are provided by almost all of today’s 
industrial firms, judging from a recent survey of 406 companies by 
Mill & Factory magazine. The survey shows that of the 94 per cent 
with in-plant medical facilities, 76 per cent have an equipped dispensary 
with attendant, 34 per cent have a station with first-aid supplies, and 
3 per cent have a medical center with an x-ray unit. Although only 
14 per cent of the respondents have a full-time doctor, 50 per cent have 
the services of a visiting physician; 36 per cent have neither. A full-time 
nurse is employed by 68 per cent, while 4 per cent have a part-time 
nurse, and 28 per cent have neither. An overwhelming majority (85 
per cent) use preplacement medical examinations. 
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A Corporate “Design for Giving” 


THE ROLE of the famous individ- 
ual U.S. philanthropists—Carnegie, 
Rockefeller, and others—is now being 
assumed by an increasing number of 
corporations, many of which are 
learning that, as Andrew Carnegie 
put it, it is “harder to give money 
away intelligently than to earn it in 
the first place.” 

Until recently, corporate contribu- 
tions were handled on an informal 
basis, with size and direction often 
determined by outside pressures or 
business relationships. Today, a 
growing number of companies recog- 
nize that the control of contributions 
is a top-management function. This 
recognition represents both a broaden- 
ing of corporate giving and a desire 
of companies to increase the effective- 
ness of their donations. 

But perplexing questions remain 
to be answered for the business ex- 
ecutive whose experience is in earn- 
ing money for the company, not in 
giving it away. The great majority 
of corporations still lack a carefully 
developed, carefully defined “giving 
program.” Here are some preliminary 
steps to be taken in setting up such 
a program: 

1. Undertake a full inventory of 
your company’s philosophy and past 
practices in giving. Find out, for 
example, how much your company 
has given over the past five years. 
What percentage of your net income 
before taxes did this amount to? Who 
are the persons involved in your 
company’s giving program and what 
are their functions and responsibili- 
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ties? Who makes recommendations 
and who decides? 

How are appeals screened? As one 
industrialist observed, “A purchasing 
agent wouldn’t buy a gallon of paint 
without knowing a great deal more 
about the paint than a company some- 
times knows about the organizations 
to which it donates funds.” 

How was the amount of each gift 
determined? What were the factors 
prompting the action: worthiness, 
benefit to company or employees, cus- 
tomer pressure, etc.? How were re- 
fusals handled, and how many were 
there? What policies and procedures 
exist on publicizing gifts? What has 
been the attitude of stockholders, di- 
rectors, employees? 

2. Ask all key people in your com- 
pany what their feelings are about 
the company’s contribution practices. 

3. Investigate the experience and 
practices of other companies, par- 
ticularly those in your industry, that 
are comparable in total assets, num- 
ber of employees, and number of 
plants and offices. 

A relatively new technique being 
used by some companies is the cor- 
porate charitable foundation, which 
enables a company to stabilize its 
donations despite shifts in its earn- 
ing position and to improve ad- 
ministration of company giving. 
Many corporations do not know un- 
til the end of the year what their 
profit position will be, or what tax 
rates will apply. Creation of a foun- 
dation permits a company to turn 
over one lump sum for developing 
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reserves and for more deliberate and 
planned disbursement. 

4. Interview specialists in the 
philanthropic field and in government 
to learn how trends in giving are 
expected to change over the next five 
or ten years. 

Equipped with the knowledge 
gained from the preliminary steps, a 
company is ready to formulate its 
own giving program. The basic in- 
gredients will include: 

1. A written policy. This is the 
first essential step. It can be pre- 
pared for internal use only, to guide 
and control the giving program, or 
for limited or even wide public dis- 
tribution. 

Such a policy statement sets forth 
the company’s general philosophy 
toward contributions—the role it con- 
ceives for itself as “Mr. Corporate 
Citizen.” It may state the types of 
causes and agencies which it will 
help, as well as the fields which will 
not be given assistance. It may out- 
line the procedures for considering 
and acting on appeals. It may set 
policies on control of in-plant solici- 
tations and on participation of person- 
nel on charitable boards and in fund 
drives. 

A written policy helps to protect 
the company when an appeal does 
not fit into its areas of support. Any 
company has difficulty when it re- 
fuses an appeal unless it can show 
that the decision was based on con- 
trolling policies established after care- 
ful study. 





An important decision to be made 
is whether or not company gifts 
should receive publicity. Publicity 
can, of course, stimulate additional 
appeals and create some ill will 
among those whose appeals have been 
refused. Significant gifts, however, 
can create good will both locally and 
nationally, especially when they help 
to meet a recognized need. 

2. Administration. Although do- 
nations are not a major item in most 
corporation budgets, their potentiali- 
ties for creating good will or ill will 
make proper administration impor- 
tant. Some companies have set up a 
“Contributions Committee” to ad- 
minister the giving program. Often 
it comprises the officers in charge of 
public relations, customer relations, 
employee and community relations, 
and medical and nursing services; the 
secretary of the company; and, some- 
times, the president or his representa- 
tive. 

3. Donations budget. This is 
usually developed towards the end of 
the fiscal year. Preferably, it should 
be broken down by the various fields 
which have been approved for sup- 
port and by the communities where 
the company’s plants or offices are 
located. It is wise to create a “special 
reserve” fund for philanthropic pro- 
jects that may be originated during 
the coming year and for emergency 
appeals which can’t be anticipated. 


=D. Kenneth Rose. 
Pusiic RELATIONS JOURNAL, 
June, 1957, p. 10:4. 





NEVER SHRINK from anything which your business calls you to do. The 
man who is above his business may one day find his business above him. 





—Drew 
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The World’s Shrinking Currencies 


THE U.S. IS NOT THE ONLY NATION suffering from inflation. Two new 
studies show that—with a few notable exceptions—deterioration of the 
currency is occurring throughout the world. The exceptions, according 
to the 1957 edition of Pick’s Currency Yearbook, are the Iraqi dinar, the 
Lebanese pound, the Cuban peso, the Panamanian balboa, the Syrian 
pound, and the Philippine peso. During the period between 1948 and 
1956, each of those monetary units increased in value. But during this 
same period the U.S. dollar shrank 15 per cent; the West German mark, 
18 per cent; the Canadian dollar, 25 per cent; the Spanish peseta, 34 
per cent; the British pound, 34 per cent; the French franc, 52 per cent; 
and the Argentine peso, 73 per cent. In four countries—Paraguay, 
Bolivia, Chile, and Korea—the monetary unit fell off more than 90 per 
cent. 

A U.N. study shows that since 1955 the cost of living has risen 4 
per cent in both the U.S. and Britain, 41 per cent in Chile, 27 per cent 
in Brazil, 16 per cent in Argentina, 11 per cent in Spain, 10 per cent 
in India, and lesser amounts in most other nations of the free world. 
In many cases, wages and salaries have gone up with the cost of living, 
but there has been heavy depreciation of savings, pensions, bonds, credits, 
insurance, annuities and other fixed income sources. 

—Elmer Roessner in Business Today 
(McClure Newspaper Syndicate) 6/11/57 


More Older Firms Going on the Rocks 


THE PROPORTION of older firms biting the dust has sharply increased 
over the past ten years, according to Dun & Bradstreet figures reported 
in Sales Management. In 1947, six out of every ten corporate failures 
had been in business three years or less and only one out of ten had 
been in business more than a decade. But the 1956 record shows that 
the number of three-year-old and younger companies that failed amounted 
to only 40 per cent, while failures among companies in existence over 
ten years rose to 18 per cent. 

The probable reasons for this development include: (1) stronger 
competition; (2) wasteful practices; (3) lack of sufficient flexibility to 
absorb higher operation costs; and (4) complacency over the postwar 
boom. 





MAJOR U.S. MANUFACTURING COMPANIES expect 30 to 80 per cent of 
their growth in the next three years to come from new products not now 
manufactured, according to a study of 400 industrial firms recently made 


by Booz, Allen & Hamilton. 
—Commerce 6/57 


AUGUST, 1957 


47 








Make or Buy? 


INpustrRY has its share of do-it-your- 
self enthusiasts: those companies 
that decide to make an item that 
they have previously bought from an 
outside source. This choice between 
making and buying is one of the 
most complicated management must 
make. Its complexity forbids snap 
decisions based on _ oversimplified 
cost analysis, and there are few 
precedents that can be followed be- 
cause conditions vary from time to 
time, from industry to industry, and 
even from firm to firm within a given 
industry. 

Superficially, making something 
previously bought from a supplier has 
many attractions. Anxious to cut 
costs, management may argue that by 
making an item used in their pro- 
duction line the supplier's profit 
would be eliminated, the transporta- 
tion charges wiped out, continuity of 
supply assured, and a higher-quality 
item produced. Cost considerations 
alone do not motivate a decision to 
make; the desire to keep competitors 
in ignorance of the design of a com- 
ponent is a strong reason for switch- 
ing from buying to making, while 
in certain circumstances—particularly 
periods of recession in the company’s 
activities—such a decision may be 
justified on the grounds of its ability 
to keep the firm’s labor force intact. 

A decision to make is not the open- 
sesame to increased production and 
higher profits, however. A recently 
published McGraw-Hill report, Make 
or Buy: Factors Affecting Executive 
Decisions, concludes that a larger pro- 
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portion of make-or-buy decisions turn 
out badly than of any other type of 
business decision. These wrong de- 
cisions result in millions of dollars 
being wasted each year—in most 
cases, because companies make what 
could be more advantageously bought. 
Neglect of the time element may 
be responsible for a wrong decision 
when, in terms of costs, it appears 
that making is preferable to buying. 
Inability to predict a downward 
movement of the purchasing price of 
an item has led more than one firm 
into an untenable position once it has 
begun to make. Even the current 
cost of buying an article may be 
inaccurately estimated, particularly if 
the firm has been making the item. 
Cost factors requiring careful 
evaluation before a company decides 
to make an item fall into four major 
classes: labor costs, material costs, 
overhead costs, and opportunity costs. 
Such evaluation is often made obsolete 
by subsequent developments. For ex- 
ample, a wage increase can throw 
the labor cost out of line; threats of 
war or government control can cur- 
tail the supply of a material used in 
manufacture; higher coal prices can 
lead to increased electricity charges; 
some more lucrative use of the avail- 
able funds may present itself. 
Make-or-buy decisions designed to 
obtain supplies of superior quality 
must be _ justified on economic 
grounds. Only if the introduction of 
a superior part made at greater ex- 
pense can lead to greater sales revenue 
or lower costs in another phase of 
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manufacture will a decision to make 
be successful in attaining this goal. 
Too-costly superiority can easily de- 
feat its own purpose. 

Preoccupation with security of 
supply is another reason why a make 
project may be considered. But while 
the would-be maker may be able to 
procure sufficient raw materials un- 
der normal circumstances, he still 
must face the risk that labor disputes 
and “acts of God” will cut off his 
sources overnight. Stockpiling is 
limited by available capital and 
storage space, and an obsession with 
security of supply may lead a com- 
pany to pay the highest market prices 
for its raw materials. 

The desire to maintain secrecy 
about a product improvement is one 
more strong motive for embarking 
on a make project. However, a com- 
pany starting to produce a supply 
item will usually have to engage new 
staff. None of these employees would 
have strong bonds of loyalty based 


on long service with the company, 
and security leaks would be inevitable. 

A company faced with a slump in 
activity may set idle employees to 
work on a make project in order to 
keep its labor force intact. When 
conditions return to normal, however, 
the firm must either resume buying 
or enlarge its facilities and staff to 
continue the make operation. 

A major risk assumed by a firm 
which manufactures its own require- 
ments is that technological advances 
may render relatively new equipment 
obsolete. Buying is a cheaper way of 
paying for technological progress. 
The extra charge the supplier makes 
—a sort of premium on technological 
risk insurance—is likely to be con- 
siderably less than losses incurred by 
the firm that elects to make the given 
item, since the supplier is able to 
apportion the surcharge among all his 
customers. 


= SCOPE, 
January, 1957, p. 29:7. 


“Operation Clean-Up”: Preplanning 
for Office Automation 


BESIDES BEING an essential first step 
for any company considering a con- 
version to electronic data processing, 
preplanning for automation—which 
can appropriately be called “Operation 
Clean-Up” —is a vital necessity in any 
office cost control program, regardless 
of whether eventual automation is 
decided upon. Among the beneficial 
results of preplanning can be (1) re- 
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duced office costs; (2) fewer neces- 
sary reports and forms; (3_)) improved 
forms design; (4) improved office 
supervision; (5) streamlined paper- 
work procedures; (6) closer cooper- 
ation among office work units; (7) 
fewer clerical errors and faster paper- 
work results; (8) and fewer papers 
to be filed. Moreover, if automation 
is decided upon, preplanning will 
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have provided management with con- 
crete information on which to base 
the selection of electronic equipment. 

Operation Clean-Up should be an 
integrated program including all the 
well-known techniques for reducing 
and controlling the costs in the of- 
fice: forms control, procedures chart- 
ing and analysis, methods evaluation, 
clerical-work measurement, office 
work simplification, supervisory train- 
ing, and records retention and dis- 
posal programs. 

To be completely successful, the 
program must be based on four major 
prerequisites. First, management must 
give its wholehearted support to the 
program. Second, management must 
make sure that its internal paperwork 
controls are on a company-wide basis 
and not left to the haphazard initiative 
of individual departments. Third, 
paperwork controls must be estab- 
lished on a staff basis, but not in 
such a way that they abrogate line 
authority and create antagonism be- 
tween line and staff. Fourth, particu- 
lar care should be taken in properly 
training the supervisors who are to 
administer the cost control program. 
If the plan is so technical that they 
cannot understand it—or if its ap- 
parent complexity frightens them off 
— it will be effective only while the 
methods and procedures staff is riding 
herd on it. 

Where should Operation Clean-Up 
begin? Although work on procedures 
will bring ‘immediate and dramatic 
results, the procedures staff will go 
through a lot of waste motion unless 
unnecessary forms have been weeded 
out ahead of time and unnecessary 
clerical work has been reduced by 
improved forms design. Therefore, it 
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would be wiser to start the program 
with forms control. 

A procedures and methods program 
can accompany the forms control 
program or can follow it. Such a 
program should include charting and 
review of procedures and methods, 
clerical work measurement to deter- 
mine office efficiency, and work sim- 
plification to increase efficiency. 

Clerical work measurement should 
not borrow the stop-watch techniques 
of factory time-study; office employees 
require a somewhat different ap- 
proach. A technique for gathering 
time and output data on office oper- 
ations should be worked out that will 
not antagonize the office employees or 
be too technical for supervisors to 
understand. The best results will be 
achieved by letting the employees 
participate in the setting of work 
standards. 

When the time and output data on 
clerical tasks have been put on 
punched cards, and the procedures 
have been charted, the clerical task 
data can be summarized by operations, 
as shown on the procedures chart. 
The next step is work simplification. 

Although the procedures staff has 
a management function in the work- 
simplification program, the concrete 
results must come from efforts at the 
supervisory level. From the data of 
time and output on clerical operations 
and tasks the supervisor learns his 
unit’s ratio of productive to nonpro- 
ductive time; the amount of produc- 
tive time spent on each task; how 
his unit's time for each task compares 
with that of other work units; and 
optimum machine and forms utiliza- 
tion. 

If Operation Clean-Up is carried 
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out carefully and completely, the 
subsequent stages of automation 
planning and programming will be 
made much easier. In some cases, 
the savings achieved through Oper- 
ation Clean-Up will make the adop- 


tion of automated methods completely 
or partially unnecessary. 


= From an address by Frank 
M. Knox before the Third 
Annual Conference on 
Records Management. 


What Employees Don’t Know About Their 
Medical Departments 


HOW WELL do employees know their medical departments? 


Some dis- 


turbing answers to this question were revealed by a recent survey of more 
than 500 employees and supervisors conducted by Michigan Bell Tele- 


phone Co. 


Although the survey indicated fairly widespread use of the 


company medical department—50 per cent of the employees had been 
there at least once within the previous six-month period— it also revealed 
much misunderstanding and lack of information about the functions and 


services of the department. 


For example, many employees complained 


that they didn’t receive extensive treatment at the medical department. 
Referral to family physicians for treatment was often interpreted as being 
due to professional incompetence on’the part of company physicians, 
rather than to the proper limitation of industrial medicine to diagnosis 


and emergency treatment. 


The survey clearly indicated that poor communications was the key 
cause of employee ignorance. Only 35 per cent of those surveyed said that 
medical department services had ever been explained to them. Signifi- 
cantly, nearly 60 per cent of the employees who expressed the most 
favorable attitude toward the medical department had previously received 
an explanation of the department's services, and only 30 per cent of the 
employees with the least favorable attitudes had been given such in- 


formation. 


As a result of the survey, the company is: (1) preparing an informa- 
tion booklet about the medical department for distribution to employees; 
(2) placing special emphasis on friendly and sympathetic care of patients; 
and (3) placing all but emergency visits on an appointment basis to 


reduce waiting time of patients. 


—Industrial Relations News (230 West 41 Street, 


New York 36, N.Y.) 4/20/57 





COLLEGE GIFTS: 


A survey conducted in 49 leading colleges and uni- 


versities shows that a new peak in gifts to higher education was reached 
in 1955-56. The 49 schools reported $206 million in gifts, compared 


with $140 million in 1954-55. 
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How Our Restless Population Is Shifting 


THIRTY-FIVE MILLION U.S. citizens—21 per cent of our population— 
will move to a different house this year. Twenty-three million will move 
to a different residence in the same county, 7 million to a different 
county in the same state, and 5 million to a different state. 

This tremendous mobility has enormous impact on the character and 
size of markets, the availability and nature of labor supply, and the 
demands for housing, schools, public utilities and other facilities. 

If present mobility trends continue, the number of people moving 
each year will increase to 40 million by 1965, assuming a population 
then of 190 million. The states gaining most from the population 
shifts will be New York, New Jersey, Maryland, Ohio, Michigan, 
Florida, Texas, Arizona, and California, according to predictions based 
on Census Bureau data. Although 27 states and the District of 
Columbia will lose population through migration if present trends con- 
tinue, the 20 million excess of births over deaths expected by 1965 will 
give almost all states a net gain. Moreover, economic changes could 
reverse the trend in many states. 

Younger people show the greatest mobility, with 45 per cent of all 
persons in the 20-24 age group changing their residence each year. 
Mobility gradually decreases as age increases, with 26 per cent of those 
30-34 moving each year, 12 per cent of those 45-64, and 10 per cent 
of those 65 and over. 

—Fred D. Lindsey in Nation’s Business 5/57 





“Congratulations, Smithers, you've just been made assistant 
to the office manager.” 


THE MANAGEMENT REVIEW 








fo eee eee ele mm lk 


lat 


aT Sf. ® Of 











Getting the Kinks Out of 
Vendor Performance 


IN CoPING with today’s stiff compe- 
tition and fast-moving technological 
change, purchasing departments can- 
not afford to “play by ear”: Unless 
they know precisely what they are 
buying—and make sure vendors know 
precisely what they want—they are 
inviting trouble. Vague or sloppy 
product descriptions result in irregu- 
lar quality, poor service, and hidden 
cost increases. 

To meet this problem, one well- 
known pharmaceutical firm has suc- 
cessfully carried out a _ long-range 
campaign of specification education 
among using departments, buyers, 
and vendors. The result has been 
healthier competition among  sup- 
pliers, a substantial reduction in pro- 
duction problems, and more efficient 
purchasing. 

The specifications program was 
begun a couple of years ago when 
purchasing people, trying to get to 
the bottom of the frequent produc- 
tion and vendor problems, realized 
that much of the difficulty was due 
to basic misunderstandings between 
their own production people and 
vendors. There were, for example, 
situations in which quality control 
would reject material and the vendor 
would complain that he had never 
been told a certain quality or tolerance 
was desired. And the rejection rate 
continued to rise. 

At this point, purchasing decided 
to reorganize its specification program. 
An educational campaign was begun 
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to bring home to operating people 
the importance of providing suppliers 
with precise specifications. Standard 
company specifications were brought 
up to date and widely circulated. 
Regular meetings were held with the 
specification committee, and with 
production and quality control per- 
sonnel, to clarify existing specifica- 
tions and prepare new ones where 
necessary. Suppliers’ technical people 
were asked to sit in on meetings and 
consultations to offer their sug- 
gestions. 

One of the notable improvements 
was made in the purchase of collap- 
sible tubes. Because the firm had 
always used suppliers’ drawings in 
buying these tubes, each supplier had 
his own little “gimmicks” in the 
design. Instead of buying a standard 
tube from a number of suppliers, the 
company was, in effect, buying a 
large number of specials. 

Now, in line with the new specifi- 
cations program, the company supplies 
its own drawings for the tubes and 
buys strictly according to their de- 
tails. Acceptable quality levels for 
tubes have been worked out and 
made clear to vendors. 

Vendor participation in the specifi- 
cations program has gone beyond 
the consultative stage. Because pur- 
chasing feels strongly that knowing 
the other fellow’s program is a two- 
way street, it has pushed a program 
of reciprocal visits, under which op- 
erating personnel visit major sup- 
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pliers’ plants regularly and vendors 
are encouraged to visit the firm. 
Recently, for example, the produc- 
tion department expressed dissatis- 
faction with the quality of the bottles 
they were receiving. During a visit 
to the vendor's plant, production 
executives learned about the sup- 
plier’s problems in production and ex- 
plained their own. The exchange of 
information and ideas led to the 
solution of certain difficulties ex- 





perienced on the company’s bottle- 
filling line. 

“We have deliberately ‘fanned the 
flame’ on this visiting policy,” the 
director of purchases says. “We 
would rather take the calculated risk 
of overexposing our production people 
and vendors to each other than let 
difficulties go unsolved. In the long 
run, the policy pays off.” 

= PURCHASING, 
June, 1957, p. 100:2. 


Industry Finds More Uses for 
Corporate Letters 


WueN THE General Electric Co. 
recently signed a new labor contract 
providing wage increases for its em- 
ployees for the next five years, com- 
pany officials decided that communi- 
ties in plant areas, which would bene- 
fit from the boost, should be given 
some idea of its significance. The 
essential problem was how to get the 
story to members of the communities. 

The medium finally chosen by this 
modern giant of electronics was one 
of the earliest communications de- 
vices known to literate man: the old- 
fashioned letter. It was written clear- 
ly and succinctly, reproduced in type- 
written form on notepaper, and 
mailed to the homes of some 4,000 
community leaders and other informa- 
tion-dispensers, including dozens of 
barbers. 

A considerable and growing num- 
ber of companies are taking pen in 
hand these days for the purpose of 
bettering community relations, keep- 
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ing supervisory personnel posted, and 
explaining complex situations to em- 
ployees. Companies using this tech- 
nique find that the letter performs a 
function other publications either 
cannot perform at all or cannot per- 
form as effectively. 

As one corporation executive puts 
it: “We make use of every channel 
of communication open to us, and 
the one we'd do away with last is the 
letter.” He cites, among its unique 
advantages, the speed with which it 
can be produced, its personalized 
format, and an ability to capture the 
family attention. That particular 
trio of attributes, in fact, makes the 
letter an especially useful means of 
spiking harmful rumors, and more 
than a few executives claim it would 
justify itself for that purpose alone. 

The corporate letter, however, has 
been employed for a great many pur- 
poses besides rumor-killing. It has 
been most popular, perhaps, for tell- 
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ing employees what the financial sta- 
tistics in the firm’s annual report are 
all about; for discussing matters hav- 
ing to do with union negotiations; for 
disclosing new capital expenditures 
the company has decided upon; for 
introducing new personnel or creat- 
ing a keener appreciation of certain 
occupations; for promoting special 
programs, such as safety campaigns, 
suggestion systems, and employee con- 
tests; for reporting on new products, 
processes, or scientific knowledge 
developed by researchers in the com- 
pany or industry; and for detailing the 
firm’s progress in various other en- 
deavors, such as sales. 

The Standard Oil Company of 
California used a letter not long ago 
to explain the company’s position with 
regard to an antitrust action of the 
Federal government. The New York 
Telephone Company used the same 
device for explaining to its employees 
why it was seeking a rate increase 
from the Public Service Commission. 
The New York Central Railroad used 
a letter as a covering device in dis- 
tributing reprints of a magazine arti- 
cle on the railroad industry. 

Whether corporation letters, es- 
pecially those to employees, should 
come out regularly or only when 
something big happens is a major 
debating point among corporate letter 
writers. Those that favor keeping to 
a regular schedule argue that re- 
cipients expect the communication 
and get into the habit of reading it; 
some experts consider that argument 
more valid with respect to letters 
written specifically for supervisory 
personnel than to letters intended 
for all employees. Those that favor 
irregular appearance do so on the 
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grounds that the device loses its im- 
pact when it appears at regular in- 
tervals; they generally favor limiting 
the use of employee letters to, at most, 
four or five a year. 

Of the firms that publish their 
letters on a regular basis, some pub- 
lish weekly, others biweekly, and 
some only once a month. The majority 
of these companies are also prepared 
to issue “special editions” when they 
feel that what they have to say can’t 
wait. 

Companies also differ on whether 
letters should be mailed or distributed 
by other means. General Electric ad- 
vises its many divisions to use the 
mails. The Argus Camera division of 
Sylvania Electric, however, finds it 
quite satisfactory to place letters in 
reading racks and on tables in the 
employee cafeteria. 

To whom should the letters go? 
The general rule is a simple one: to 
whomever is affected by the matter 
under discussion. In actual practice, 
this may mean the sending of a given 
letter to community members, em- 
ployees of one particular plant in a 
nationwide organization, or even to 
just a few employees in one factory. 
Firms with unusually large employee 
forces often keep only management 
or supervisory personnel on the mail- 
ing or in-plant distribution list, de- 
pending on these officials to pass the 
word along to members of their de- 
partments. 

An important advantage of the 
corporate letter is the low cost of 
producing and distributing it. G.E., 
for example, figures it spends about 
$25,000 annually for materials and 
postage stamps used in sending three 
or four letters to each of the com- 


55 








pany’s 300,000 employees. Of course, 
that figure doesn’t include the cost of corporate letters is negligible. 
of labor, which often consists of many 
hours of well-salaried time. But, in Conanrace, 
comparison with the cost of company 








Are Company Publications Doing Their Job? 


COMPANIES are putting more money and effort into the physical format 
of their publications, but they may not be paying enough attention to 
editorial content, according to a recent survey by the International Council 
of Industrial Editors. On the basis of the survey, the Council estimates 
that industry is investing more than $500 million yearly in company 
publications with a total circulation of more than 300 million per issue. 
The survey included nearly 2,000 editors in the United States and 
Canada, representing more than 20 per cent of the estimated 9,000 com- 
pany publications issued in the two countries. 

The stepped-up emphasis on company publications is indicated by 
these figures from the survey: 35 per cent of the publications reported 
having more pages than in 1951; 62 per cent said they are using more 
illustrations; and 13 per cent said they are coming out more frequently. 

However, only 38 per cent of the responding editors said they had 
been asked by their managements to list objectives for their publications. 
In addition, more than 60 per cent reported that there have been no 
changes in the content and policy of their publications since 1951. Com- 
menting on these figures, the Council suggested that a company whose 
publication fails to reflect changing industrial and business conditions is 
not communicating effectively with its employees or other types of 
audiences. 

According to the survey, magazine format is the most popular (63 
per cent), followed by newspaper format (26 per cent), and newsletter 
format (7 per cent). Although letterpress is still the most widely used 
printing process (62 per cent), publications using offset process jumped 
from 19 per cent in 1951 to 31 per cent now. Only 5 per cent are 
mimeographed. About 60 per cent of internal publications are mailed to 
employees’ homes, and the remainder are distributed at the plant or office. 





NOSE COUNT: The Census Bureau’s charts depicting the growth of the 
U.S. population indicate that there is a birth every 7.5 seconds, a death 
every 20 seconds. One immigrant enters the country every 1.5 minutes 
and an emigrant leaves every 20 minutes. Net gain: one person every 
11 seconds. 


—Steel 4/1/57 
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What Price Specialization? 


Wuart types of problems will come 
across the desk of a large company’s 
chief executive during a typical day? 
There will be few that can be solved 
by reference to physical standards, or 
by the laboratory methods of analysis 
and testing. Most of the problems 
will require not scientific knowledge 
but a clear mind, the power of logical 
analysis, wisdom born of experience, 
and a talent for communication. 

It seems to me altogether clear that 
engineering knowledge is of little use 
in mastering the problems of human 
attitudes and behavior which confront 
businessmen everywhere these days. 
If men can prepare themselves at all 
to meet these problems, their hope 
lies in general education and the 
mental disciplines of the liberal arts. 

It is from the point of view of 
society as a whole that the advantages 
of a general education are most 
readily apparent. Long before Aris- 
totle, men must have sensed that 
broad cultivation of the mind makes 
for good citizenship and the collective 
well-being of the community. 

The engineer who plans to enter 
a highly technical field of employ- 
ment, or the scientist who plans to 
devote himself to research, would be 
not only a far more useful citizen, 
but actually more competent in his 
specialty, if he were enabled, through 
a thorough grounding in the liberal 
arts, to share the companionship of 
educated men everywhere. Life is not 
like that, however, and choices have 
to be made. The mind of the incom- 
ing college freshman is usually fo- 
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cused intently upon the job that he 
hopes to get upon graduation, and too 
frequently he selects only those 
courses which he believes will be of 
the most direct help in getting the 
job and advancing in it. 

Looking backward, it is clear to me 
that the most valuable preparation I 
had for business was the general edu- 
cation that I received. I have no 
doubt that selecting a specialty in my 
youth would have severely limited me 
in the long run, even though for a few 
years I might have earned more 
money. 

On the basis of this conviction, I 
sought certain qualities in the young 
men who were to be employed by my 
company. First of all, there was in- 
tellectual excellence. I was never 
persuaded that a young man who had 
achieved only mediocre performance 
when offered great intellectual op- 
portunity would suddenly demonstrate 
superiority after entering the business 
world. Therefore, I always wanted to 
know whether the candidate had 
demonstrated that he could master a 
particular subject. It did not matter 
what the subject was. Industry 
should not employ a young man for 
what he knows, but rather for his 
proven capacity to learn. The clear 
mind, the open mind, the inquiring 
mind—these are the qualities that 
industry should seek. 

Finally, I wanted to know what 
talent the applicant had for self- 
expression. It cannot be repeated too 
often that the ability to speak and 
write the English language clearly is 
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indispensable today for advancement 
in business. Each individual in the 
industrial hierarchy must be able to 
pass on reliably the instructions which 
he receives from his superiors. He 
also shares at all times the responsi- 
bility for interpreting to the general 
public the purposes and achievements 
of the organization that he serves. 

Another advantage of a general 
education is that the liberal arts stu- 
dent does more things as a part of a 
group than does the man who follows 
science. In the technical institutions 
the scholar selects a specialty, and 
with each advance he continues to 
fractionalize that specialty, thus auto- 
matically reducing the number of 
those with whom he shares a common 
experience. 

Industry itself must, of course, 
have specialists. But by and large the 
ultimate success of business institu- 
tions rests on team play, and a ca- 
pacity for gregariousness by the team 
members is a great asset. 

Preservation of our system of 
private competitive enterprise re- 
quires an insight and a power of 
analysis which has seldom been 
brought to it by a typical businessman 
of my generation. We have not al- 
ways known why we have done the 
things that we have done, nor have 
we evaluated objectively the strengths 
and weaknesses of our way of life. 
Only within a liberal arts institution 
is there opportunity for the faculty 


and students to explore thoroughly 
the implications, both economic and 
social, that flow from the free enter- 
prise system. It is a concept that can- 
not be tested in the laboratory or ex- 
plored under the microscope. It must 
be approached by the same abstract 
process of thought required for any 
philosophical concept, and with the 
know!edge that the correctness of the 
judgments formed in that process has 
immediate significance in everyday 
business life. 

The ultimate test of any intellectual 
discipline, however, is not what it 
does for others, but what it achieves 
within the life of the particular in- 
dividual. The cultivation of the mind 
and the illumination of the spirit are 
ends in themselves, and bring their 
own rewards. Education is too 
precious a thing to be measured by a 
money index. Obviously it is impor- 
tant that each of us know how to 
make a living, but that is not the ulti- 
mate purpose of life itself. Far more 
important than the making of the 
living is the living of the life; and 
the highest aim of all education must 
be to make life richer and fuller. As 
the man grows within himself, his 
company gains and society gains, but 
it is that inner growth which must be 
the end sought. 


= Clarence B. Randall. 
Harvarp Topay, 
Spring, 1957, 

p. 21:4. 





IDEAS FROM SUPPLIERS: Westinghouse Corp. has found suppliers a gold 
mine of ideas, The Iron Age reports. After a tour of company plants, sup- 
plier salesmen were asked to fill out “idea sheets.” Four of the 143 sug- 
gestions submitted have been adopted at an annual saving of $15,970, 
and 90 other promising suggestions are being considered. 
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THINKING AHEAD: THE THREAT OF 
INFLATION. By Neil H. Jacoby. Har- 
vard Business Review (Soldiers Field, 
Boston 63, Mass.), May-June, 1957. 
$2.00. The author of this article, a 
former member of the President’s Coun- 
cil of Economic Advisers, takes issue 
with those who believe that gradual 
inflation is either desirable or inevitable. 
Describing the dangers of creeping in- 
flation, he analyzes the methods by 
which inflation can be stopped through 
effective use of the economic weapons 
now at our disposal. 


THE INHUMANE BUSINESSMAN. By 
Russell Kirk. Fortune (9 Rockefeller 
Plaza, New York 20, N. Y.), May, 
1957. $1.25. What too many business- 
men lack, says the author, is a good 
liberal education. By neglecting the 
humanities, such as the works of the 
Hebrew prophets and Greek philoso- 
phers, and the rich heritage of Western 
thought, businessmen have missed the 
humanizing process and are _ill- 
equipped to assume the burdens of 
either business or social leadership. 
Blaming both businessmen for persisting 
in hiring graduates trained in narrow 
specialties and educators for pandering 
to the prejudices of businessmen, he 
warns that unless we replenish our 
intellectual capital the nation will be- 
come culturally bankrupt. 


BUSINESS CLIMATE YARDSTICK. Indus- 
trial Development (North Atlanta 19, 
Ga.), June, 1957. $3.00 a year. Point- 
ing out that a company’s final decision 
in selecting a plant site must often be 
based on a comparison of community 
business climates, this article presents 
a detailed check list to guide manage- 
ment in evaluating the important fac- 
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tors involved. Developed by General 
Electric Co., the list aids in rating 
communities on such intangibles as 
progressiveness; government; labor re- 
lations; labor costs; community services 
and facilities; social, cultural, and 
educational institutions; business citi- 
zenship; and national issues. 


LAYING A FOUNDATION FOR BETTER 
COMMUNICATIONS. By Robert N. Mc- 
Murry and Ruth G. Shaeffer. American 
Business (4660 Ravenswood Avenue, 
Chicago 40, Ill.), July, 1957. 35 cents. 
A major communications problem in 
many companies is the lack of hori- 
zontal coordination among department 
heads and high-level executives, accord- 
ing to the authors, who point out four 
basic methods of correcting this weak- 
ness. Of interest is their description of 
the sociometric or “beehive” type of 
organization chart, which depicts the 
actual, informal organizational relation- 
ships and assists management in plan- 
ning the improvement of horizontal 
communications. 


THE FLUID 500: BIGGEST YEAR YET. 
Fortune (9 Rockefeller Plaza, New 
York 20, N. Y.), July, 1957. $1.25. 
Although 1956 was another “best year 
ever” for the 500 biggest U.S. industrial 
firms—they increased their sales 8 per 
cent, their total assets 14 per cent, 
and their after-tax profits 2.5 per cent— 
they did not enjoy as good a year, rela- 
tively, as did all industrial corporations. 
This article comments on noteworthy 
aspects of the 1956 Fortune directory 
of the nation’s 500 largest industrial 
corporations and 50 largest commercial 
banks, life-insurance companies, mer- 
chandising firms, public utilities, and 
transportation companies. 
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12 HAZARDS IN ORGANIZING. Factory 
Management and Maintenance (330 
West 42 Street, New York 36, N. Y.), 
June, 1957. $1.00. Although originally 
prepared for plant managers, this list 
of a dozen organizing pitfalls can be 
of use in solving any type of company 
organization problem. Illustrated with 


sample organization charts, the article 
points out such structural hazards as: 
(1) too many levels, (2) duplication of 
effort, (3) improper designation of as- 
sistants, and (4) unbalanced work 
loads. An additional feature charts a 
three-step procedure for organizing a 
plant for maximum efficiency. 


INDUSTRIAL RELATIONS 


30-HOUR WEEK. By Robert Lekachman. 
Challenge (475 Fifth Avenue, New 
York 17, N. Y.), June-July, 1957. 20 
cents. In determining how we will use 
our productivity increases, we can 
emphasize higher income, more leisure 
time, or a still more productive econo- 
my, says the author, who argues that 
the coming union drive for more leisure 
may mean a sacrifice in real income 
for U.S. workers. By dividing produc- 
tivity gains equally between more lei- 
sure and more income, he suggests, we 
can avoid the penalties of going to 
either extreme. 


BETTER WAY TO RATE AND PAY YOUR 
MAINTENANCE WORKERS. Factory 
Management and Maintenance (330 
West 42 Street, New York 36, N. Y.), 
June, 1957. $1.00. A maintenance 
wage plan based on merit-rating has 
eliminated a lot of headaches for both 
workers and management in a large 
company, according to this article, 
which lists such gains as: (1) more 
equitable wage rates, (2) less time 
lost in setting wages, (3) more oppor- 
tunity for younger men to advance 
rapidly, and (4) improved job perform- 
ance. After describing how the plan 
operates, the article concludes with a 
question-and-answer session devoted to 
various aspects of the system. IIlus- 
trated with rating forms. 


THE JOB OF JOB EVALUATION. By 
Douglas S. Sherwin. Harvard Business 
Review (Soldiers Field, Boston 63, 
Mass.), May-June, 1957. $2.00. Pres- 
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ent approaches to job evaluation and 
merit rating are concerned primarily 
with the job as it is actually being 
performed and frequently overlook the 
purpose for which the job was created, 
the author maintains. To remedy the 
deficiencies inherent in this situation, 
he proposes three fundamental inno- 
vations: (1) delegating authority for 
employee utilization and salary deter- 
mination to line executives instead of 
to the personnel department; (2) dis- 
establishing job description as a device 
primarily for salary administration and 
making it part of organization planning; 
and (3) freeing personnel men of the 
obligation of making personnel deci- 
sions so they-can devote themselves to 
the vital tasks of appraising, reporting, 
and exerting pressure for good person- 
nel administration. 


LABOR’S ARISTOCRATS ASSERT THEM- 
SELVES. By James W. Kuhn. Challenge 
(475 Fifth Avenue, New York 17, 
N. Y.), June-July; 1957. 20 cents. The 
UAW’s recent decision to give its 
skilled members more autonomy as a 
bargaining group indicates an important 
reversal in wage trends, says the author, 
pointing out that for 50 years pay 
differentials between skilled and un- 
skilled workers have been steadily nar- 
rowing. Analyzing the factors behind 
this 50-year trend, he concludes that 
minimum wage laws, inflation, a de- 
creasing supply of unskilled labor, and 
an increasing supply of skilled workers 
have been responsible, rather than the 
policies of the unions. 
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OFFICE MANAGEMENT 


STEALING FROM YOUR COMPANY. By 
Lester A. Pratt. Modern Office Pro- 
cedures (812 Huron Road, Cleveland 
15, Ohio), June, 1957, and July, 1957. 
Reprinis gratis. A comprehensive dis- 
cussion of various controls and safe- 
guards management can use to mini- 
mize losses from employee dishonesty. 
The author recommends a_ thorough 
survey to uncover weak points in a 
company’s methods of handling receipts 
and disbursements, accounts receivable, 
customers’ accounts, credits and re- 
bates, bank deposits, petty cash, pay-roll 
checks, inventories, and other operations 
where employee fraud can occur. 


HOW TO SYSTEMATIZE THE SELECTION 
AND BUYING OF OFFICE EQUIPMENT. 
Office Management (212 Fifth Avenue, 
New York 10, N. Y.), May, 1957. 45 
cents. The avalanche of new office 
machines has made it increasingly 
difficult for office managers to keep 
up with latest developments and make 
the best possible choices when buying 
equipment for their company. This 
artiile describes how one company 
(Home Life Insurance Co., New York) 
established an office-machines research 
program to accumulate and correlate 
information on office machines and im- 
prove procedures for making comparison 
tests of new equipment. 






THE ORGANIZATION OF A FORMS 
CONTROL UNIT. By Ralph M. Tissier. 
The Office (232 Madison Avenue, 
New York 16, N. Y.), June, 1957. 
35 cents. Substantially improved effi- 
ciency and lowered paperwork costs 
can be accomplished by a well-organized 
forms control unit, but only if its 
functions and latitude are clearly de- 
fined to avoid conflict with other de- 
partments, says the author. In this 
article he discusses some of the func- 
tions for which the forms control unit 
should be responsible, including: (1) 
the designing, numbering and packag- 
ing of forms; (2) the control of forms 
quality; and (3) forms retention and 
destruction schedules. 


LEAP-FROG LAYOUTS FOR OFFICE 
SWAPS. Modern Office Procedures 
(812 Huron Road, Cleveland 15, 
Ohio), July, 1957. 50 cents. Faced 
with the problem of consolidating its 
offices on a floor partly occupied by 
other tenants, one company (Glidden 
Co., Cleveland) devised a series of 
integrated moves to permit painless 
relocation for both its own staff and 
the tenants moving out. This article 
describes the details of the complex 
operation and points out some of the 
advantages of the company’s office lay- 
out. 


PRODUCTION MANAGEMENT 


HOW TO KEEP PRODUCTION ON TAR- 
GET. By D. P. Helliwell. Plant Ad- 
ministration (481 University Avenue, 
Toronto, Canada), May, 1957. $3.00 
a year. A centralized production control 
system stressing simplicity and flexibili- 
ty enables one company (Rockwell Mfg. 
Co., Ontario, Canada) to maintain a 
well-balanced manufacturing operation 
while keeping paperwork and costs to 
a minimum. The author describes how 
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the system is used to (1) forecast com- 
pany sales, (2) plan department sched- 
ules, (3) determine inventory levels, 
and (4) balance production and sales. 


YOU CAN BE A MATERIALS HAN- 
DLING ENGINEER. By R. H. Wilcox. 
Mill & Factory (205 East 42 Street, 
New York 11, N. Y.), May, 1957. Re- 
prints 25 cents. An outline of basic 
procedures for analyzing materials 
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handling problems and working out 
solutions that will increase efficiency 
and economy. Accompanying the article 
is a detailed chart—originally published 
in Mill & Factory last year—designed 
as a guide to selecting the proper ma- 
terials handling equipment for various 


kinds of jobs. 


101 MONEY-SAVING IDEAS. Flow 
(812 Huron Road, Cleveland 15, 
Ohio), June, 1957. 50 cents. A collec- 
tion of materials-handling techniques 
and devices that various companies 
have found both efficient and economi- 
cal. The ideas are classified under nine 
headings: manufacturing, processing, 
assembly, yard handling, in-plant stor- 
age, warehousing, packaging, shipping, 
and dock handling. Photographs. 


HOW TO MAKE YOUR OWN ORDER 
QUANTITY CHARTS. By W. Evert 
Welch. Management Methods (22 West 
Putnam Avenue, Greenwich, Conn.), 


June, 1957. 75 cents. Detailed instruc- 
tions for designing some do-it-yourself 
charts to guide a company in making 
its inventory purchases in the most 
economical quantities. Describing the 
formula on which the charts are based, 
the author points out that they will be 
most useful to companies for which 
the cost of placing an order for various 
items and of carrying the items in 
inventory is reasonably constant. 


COLOR: A HOT PRODUCTION TOOL. 
By H. Kredentser. Plant Administration 
(481 University Avenue, Toronto, 
Canada), May, 1957. $3.00 a year. 
Effectively coordinating illumination 
and color to prevent glare and faulty 
light distribution can result in increased 
efficiency, fewer accidents, and reduced 
fatigue, says the author. He discusses 
principles to be followed in selecting 
colors for various types of work areas 
and outlines a color code for safety- 
marking hazardous equipment. 


MARKETING MANAGEMENT 


LEISURE MARKET. By Donald M. Hobart 
and George Fisk. Printers’ Ink (205 
East 42 Street, New York 17, N. Y.), 
June 14, 1957. 25 cents. Recent social 
and economic changes have created a 
rapidly expanding target for U.S. busi- 
ness: the leisure market, now estimated 
at $32 billion a year. This two-part 
report discusses the background of the 
trend toward greater |leisure-product 
consumption and presents data from a 
new Bureau of Labor Statistics—Whar- 
ton School analysis of leisure expendi- 
tures broken down by geographic re- 
gion, large cities, suburbs, and small 
cities. 


PRICING FOR PROFIT. By Malcolm P. 
McNair and Eleanor G. May. Harvard 
Business Review (Soldiers Field, Boston 
63, Mass.), May-June, 1957. $2.00. 
Established methods of retail account- 
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ing, for all their virtues in the past, 
are inadequate for modern manage- 
ment, the authors maintain. This article 
outlines a series of “admittedly radical” 
proposals that would emphasize dollar 
contribution and return on investment 
and would discard or minimize such 
long-established practices as thinking in 
terms of gross margin and other per- 
centages of sales. 


THE KOPPERS STORY. By Ralph Wins- 
low, William P. Raines, and G. Bruce 
Richardson. Industrial Marketing (200 
East Illinois Street, Chicago 11, IIl.), 
June, 1957. 25 cents. Despite the wide 
diversity of its products and markets, 
Koppers Company, Inc., has success- 
fully integrated its marketing operation 
by placing all staff marketing specialists 
under unified direction and developing 
a systematic procedure for the analysis 
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and solution of marketing problems. 
These three articles comprehensively 
describe the company’s marketing or- 
ganization, how it handles sales pro- 
motions, and how it uses advertising 
agencies. 


HOW TO GET RETAILERS TO SAY 
“YES” TO P-O-P. Sales Management 
(386 Fourth Avenue, New York 16, 
N. Y.), May 3, 1957. 50 cents. A 


FINANCIAL 


TAX INTEGRATION OF PENSION AND 
PROFIT-SHARING PLANS WITH SOCIAL 
SECURITY. By Meyer M. Goldstein. 
Pension Planning Company (625 Madi- 
son Avenue, New York 22, N. Y.). 
Gratis. Since important tax advantages 
inure to employers, employees, and 
their beneficiaries under pension and 
profit-sharing plans that are qualified 
under applicable tax provisions, it is 
often to the advantage of management 
to insure that its benefit plans are not 
considered discriminatory by the In- 
ternal Revenue Service. In this pam- 
phlet, the author explains how limited 
coverage plans or plans based on com- 
pensation in excess of a certain level 
may meet the requirements of the IRC 
if they are correlated with Social Se- 
curity benefits to constitute an inte- 
grated retirement system. 


THE BUDGET: ITS PREPARATION AND 
USE. By Sidney M. Arnold. Office 
Executive (Willow Grove, Penna.), 
May, 1957. 50 cents. A look at the 
methods used by one large company 
(Coca-Cola Co.) to set up its annual 
operating and capital expenditures 
budget. Stressing the importance of hav- 
ing operating and staff personnel par- 
ticipate fully in planning the budget, 
the author describes (1) how his com- 
pany classifies operating expenses; (2) 
how salary expenses are handled; and 
(3) the procedures used in establishing 
capital expenditures. 
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round-up of methods used by leading 
companies to develop effective point- 
of-purchase display pieces and distribute 
them where they will pay off in sales. 
Various aspects of advertising through 
display pieces are covered, including: 
choosing a supplier, coordinating dis- 
plays with other advertising media, and 
systematic follow-up to make sure that 
the company’s displays are being prop- 
erly maintained. 


MANAGEMENT 


BETTER REPORTS FOR BETTER CON- 
TROL. By John G. McLean. Harvard 
Business Review (Soldiers Field, Boston 
63, Mass.), May-June, 1957. $2.00. 
Reports are necessary to control today’s 
complex business organizations, but the 
author points out that the collection of 
a great volume of information is worth- 
less unless significant data can be 
processed and communicated to those 
who need them. In this article, he 
describes how one company (Contin- 
ental Oil Co.) developed a series of 
“common-denominator” reports that can 
be used individually by those concerned 
but are so related that they provide a 
unified picture of company operations. 


HOW TO ANALYZE CAPITAL EQUIP- 
MENT PURCHASES. By James Brian 
Quinn. Purchasing (205 East 42 Street, 
New York 17, N.Y.), June, 1957. 
$1.00. Although there is no completely 
foolproof method of making sound 
capital investment decisions, systematic 
evaluation of the cost and return fac- 
tors involved will reduce the chances 
of serious error, says the author. As a 
guide to making decisions on equipment 
replacement, new equipment purchases, 
and “make or buy” problems, he pre- 
sents a cost analysis system for evaluat- 
ing six major indicators: (1) annual 
cash savings, (2) cash payback period, 
(3) annual savings, (4) unit cost 
savings, (5) annual return, and (6) 
return on investment. 
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PLANNING—KEY TO RESEARCH SUC- 
CESS. By Robert K. Stolz. Harvard 
Business Review (Soldiers Field, Boston 
63, Mass.), May-June, 1957. $2.00. 
Sound planning is the first requirement 
for research success, the author says, 
and it is a top-management responsi- 
bility. After describing the symptoms 
and costs of improperly planned re- 
search, he discusses steps by which 
management can develop clear and 
specific research objectives and, with 
these goals in mind, select the projects 
most vital to the company’s success. 


FUSION POWER: THE TRAIL GETS 
HOTTER. By Francis Bello. Fortune (9 
Rockefeller Plaza, New York 20, 
N. Y.), July, 1957. $1.25. Mankind 
may be on the verge of an awesome 
technological development that will end 
the uranium-power age almost before 
it has begun: control of nuclear fu- 
sion—the H-bomb reaction. The au- 
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thor points out that nuclear fusion 
power will have many advantages over 
uranium-power, including: practically 
free and inexhaustible fuel, minor 
waste-disposal problems, and no runa- 
way-reaction hazard. 


HOW TO ORGANIZE FOR NEW PROD.- 
UCTS. By Samuel C. Johnson and Con- 
rad Jones. Harvard Business Review 
(Soldiers Field, Boston 63, Mass.), 
May-June, 1957. $2.00. From 50 to 
90 per cent of all new products are 
unsuccessful, the authors report, point- 
ing out that the companies that can 
least afford it usually suffer the highest 
percentage of new product failures. 
This article, based on the experience of 
one manufacturer (S. C. Johnson & 
Son, Inc.), analyzes key questions of 
organization and operation that arise 
when management plans to maximize 
the results of the new product effort by 
establishing a new products department. 


INSURANCE MANAGEMENT 


HOW TO GET THE MOST FROM YOUR 
BUSINESS INSURANCE. By Charles W. 
Barnard and Lawrence F. Smith. Man- 
agement Methods. (22 West Putnam 
Avenue, Greenwich, Conn.), July, 
1957. 75 cents. Business insurance re- 
mains one of the most neglected areas 
of administrative management, particu- 
larly in fast-growing firms, according 
to the authors, who in this article 
answer some of the questions most 
commonly asked of insurance agents 
by company executives. Among the 
topics discussed are: (1) the advisa- 
bility of self-insurance; (2) the ad- 
vantages of new commercial package 
policies such as the Commercial Prop- 
erty Form; (3) how large a company 
should be before it needs a full-time in- 
surance manager; and (4) important 
factors to consider when selecting an 
insurance agent and carrier. 
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PROBLEMS AND SOLUTIONS OF HEALTH 
AND WELFARE PROGRAMS. Part A: 
Improving Value and Reducing Costs. 
Foundation on Employee Health, Medi- 
cal Care and Welfare, Inc. (477 Madi- 
son Avenue, New York 22, N. Y.). 
35 cents. Health and welfare plans to- 
day provide billions of dollars a year 
in benefits for approximately two-thirds 
of American workers and their families, 
according to this report, but the speed 
with which many plans are put into 
operation and the absence of any sub 
stantial body of precedent or previous 
practice has frequently resulted in poor 
economy and financial waste. In this 
booklet, the authors discuss benefits 
available from insurance companies, 
methods of choosing among various 
plans and companies, and economies 
that can be effected to obtain the great- 
est benefits at the lowest possible cost. 
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@ James Menzies Black 


T HE TRAFFIC JUDGE is listening to the sad story of a motorist 
arrested for speeding. It’s a first offense, and guilt is admitted. 
Fine—$15. The judge has made a decision; in fact, many a 
traffic violator is convinced he made it even before the trial began. 
It was easy; he could go by the book. 

Similarly, in business—if management has planned well and 
planned ahead—many things are easy to decide. You know from 
company policy what to do on a given question in a given set of 
circumstances. 

It’s the crisis or emergency decision that bothers you. What to 
do when faced with the unusual and when a great deal depends 
on your action? That is the acid test of a leader's ability. In such 





This article is based on a chapter from Mr. Black’s book, How to Grow in 
Management, which will be published in September. © 1957 by Prentice- 
Hall, Inc., Englewood Cliffs, N.J. ($4.95). 
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a situation you can depend only on yourself. The issue is before 
you, the chips are down, and you are the one who must decide. 

Every leader faces emergencies, but if you have been a sound 
manager you will have to grapple with comparatively few crises. If 


The improviser may create 
his own emergencies. 





you have planned right, if you have 
planned long range, if you have 
decided operational questions properly, 
if you have developed common-sense 
policies to give direction to your work 
and everyone understands those poli- 
cies, a crisis will be a rarity. Actually, 
the man (or the company) continually 
confronted with critical situations and 
urgent problems is usually not too 
capable. He probably creates much of 
the pressure under which he works 
through his own inadequacies. He is 
an improviser instead of a farsighted 
planner. 

In a midwestern state there was a 
furniture manufacturer producing a 
custom-built line. The post-war de- 
mand for goods was high, and the 
company was making money in 1946. 
But the president of the firm—call it 
the Tyler Table Company—was con- 
cerned. He summoned his top staff 
members. 


“We have a narrow market,” he said, “and right now it’s good. 
But in three years we'll satisfy this need, and I don’t want a famine 
after the feast. We must broaden our line, and now is the time to 
do it. School furniture is low profit and we haven’t been making it. 
But by 1950, with the school-building program that’s bound to 
come, we'll have a market that will stay with us for a long while. 
I aim to get part of it, so I think we should diversify. I want the 


entire matter studied.” 


As a result of the study, the upholstering and assembly depart- 
ments were completely modernized. New machinery plus better 
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methods permitted the company to do its job with fewer people 
and at less cost. Space was saved through improved layout, and 
the extra room gave management the facilities to make new and 
cheaper schoolroom and institutional furniture to compete in the 
mass, low-price market, and still have the employees and the space 
to produce its established line. The incentive system was revealed 
to be out of balance. Base rates had to be raised, but the incentive 
pay was made more realistic. Jobs were re-evaluated and, through 
sound employee training, efficiency was stressed. Production quickly 
jumped 25 per cent, then continued to climb steadily upward. 
Tyler Tables’ plan to diversify was successful, and the wisdom of 
its president was proved when in 1953 more than a dozen small 
furniture companies in the surrounding area failed. The head of 
the company had planned ahead, and when the emergency came 
he was ready. There was no crisis. 

The story of the Tyler Table Company is so pat that it sounds 
almost like the fable of the grasshopper and the ant. But it happens 
every day in business. It’s your job as boss to look and plan ahead. 
Don’t delay acting on unpleasant . 
facts, and don’t try to put off 
until tomorrow what you know 
you should do immediately. You 
are a leader, not an ostrich. 

When you make a crisis deci- 
sion, inform your subordinates. 
In an emergency you may not 
have time to seek advice, even 
from your superior. Certainly 
you won't be able to call a con- 
ference to obtain group participa- 
tion in making your decision, or 
perhaps even to explain the 


problem and what you are going You can’t always call a conference 
to do about it. before acting on a problem. 


But after acting you will have time to talk things over with 
your people, and it’s important to do so. If they understand the 
circumstances that caused you to act as you did, they won't think 
you were unfair or arbitrary, even though you may have run 
roughshod over their interests. 
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What should your subordinates know about a crisis decision? 
1. Explain why you were forced to decide a question without 
giving them prior notice. 

Tell them how you expect them to carry out the decision. 

3. Discuss how much thought you gave their particular activities 
or interests before you made the decision. 

4. Explain the flexibility they have in implementing your 
decision. 

5. Make them understand that an emergency came up, that you 
had to deal with it quickly, and that you are counting on 
them to make your decision work. 

In this way you will secure their support and even their sym- 
pathy. A smart leader gives his subordinates the reasons back of 
the things he does as soon as 
possible, for he knows delay 
can be disastrous. Employees 
may not realize that an emer- 
gency existed; they may think 
they were by-passed and resent 
the decision if they don’t have 
the facts leading up to it. Morale 
will drop just at the time it 
should be high, and it will be 
impossible for you to secure the 
teamwork so very necessary to 
work your way out of trouble. 

It takes salesmanship to sell 
an accomplished fact. That is 

It takes salesmanship to sell just what a well-known indus- 

an accomplished fact. trial relations director had. When 

his company purchased a veneer plant in rural North Carolina, he 

immediately began to make changes in the personnel practices of 

the firm so that policies would be as consistent as possible with 
those of the parent company, an eastern manufacturer. 

The veneer company was non-union. This was in 1946, and 
the CIO was in the midst of its “Operation Dixie.” Because of its 
northern ownership and because the main company had contracts 
with CIO unions, the North Carolina plant was among the first 
targets for organization. 


Nm 
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One spring day an urgent telephone call from Dixie sent the 
industrial relations director hurrying south. A union had asked the 
local management for recognition. Three days later he returned 
and called a staff meeting. 

“I have consented to an election at our North Carolina unit,” 
he told his key subordinates. “This union organization drive has 
everyone excited. Other companies down there are particularly 
upset, and they wanted us to join them in a delaying action. I de- 
cided not to. We can’t afford to hurt our relations at our big plants 
just to pull someone else’s chestnuts out of-the fire. It would be 
a case of the tail wagging the dog. 

“This is going to mean a change in your plans,” he continued, 
turning to his labor relations manager. “I’m afraid you will have 
to forget about your vacation for a little while. I’m sorry, but I 
want you to go south and take charge of the election. Keep the 
foremen in line and handle company strategy. Management there 
knows you are coming and that you represent me. You'll have 
complete responsibility in deciding what to do. I'll fill you in on 
the situation as I see it after the meeting.” 

The industrial relations director was also aware that the training 
manager had big plans for the North Carolina plant. “It’s too 
bad,” he explained, “but we'll have to call off your project for the 
next few months. It’s a disappointment to you and to me, too. But 
this is an emergency. I want you to help every way you can. Those 
supervisors are fairly naive about labor relations and ‘will need train- 
ing. We can’t have a foreman doing too much talking at this stage 
of the game and sticking us with an unfair labor practice charge.” 

“What about the New York wage survey?” asked the wage and 
salary manager. 

“I guess we'll have to put that farther back on the calendar,” 
was the reply. “We'll need all the wage data we can get on the 
North Carolina area. We'll also want facts and figures on rates, 
fringe benefits, and lost hours due to work stoppages of plants in 
that area. We may need this information to counter union propa- 
ganda claims.” 

He shook his head. “I’m sorry I'm upsetting everything. And 
I wish I had had you fellows down there with me when I made the 
decision. You could have helped.” 

This executive secured the enthusiastic cooperation of his subor- 
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dinates because he took the trouble to explain why he did some- 
thing. He did not apologize for his action, but he did apologize 
because it was not possible for his subordinates to participate in the 
decision and because he had inconvenienced them. 


FACTS PLUS JUDGMENT EQUALS DECISION 


“There is an area,” said the president of a large company, “where 
you must substitute judgment and intuition for facts. Facts are 
not always available.” 

He was talking to a group of executives attending a management 
conference in New York: 


No, I don’t consider myself any kind of Christopher Columbus, 
but every businessman has to take the unknown into consideration. 
Of course, you try to reduce the size of the unknown as much as 
possible by chopping away at it with facts, but you always have to 
do a little guessing. Columbus knew the world was round, and he 
had done his best to figure out its size, but his calculations were 
off. If he had waited until he had all the facts he would never have 
discovered America. 

I know what Columbus felt like. Even during the thirties I 
wanted to expand our electronics business. As soon as the war was 
over I moved into the field with both feet. I thought television was 
nearer than Columbus thought China was. On my say-so the com- 
pany invested a tremendous amount of money in enlarging one of 
our plants to begin: the manufacture of television sets. Our engi- 
neers were told to produce practical, cheap TV. Every long-range 
forecast our economist gave me indicated a boom post-war market 
for them. Market research showed the public was interested. I 
thought I had the facts to back my decision, but we were going 
into the unknown. 

For three years we took a beating. It was not until 1948 that 
we began to break even and my bet paid off. Before that I spent 
many sleepless nights worrying, for I had been warned by some of 
my directors to go slow. I had not proved my case to them 100 
per cent by statistics. I had to rely on my judgment and the judg- 
ment of my key advisers. They said, “Let’s go,” so we did. 


Major decisions are never based on a precise mathematical 
formula. An executive must have imagination, but it must be 
anchored to sound judgment. 

Sometimes a decision changes the entire course of a man’s life, 
and he may reach it in a quick intuitive flash with very few facts 
to go on. But if you analyze successful decisions of this kind and 
the men who make them, you will find the decisions are not the 
desperate gambles they at first appear to be, and the men who took 
them share common traits of character—confidence in themselves, 
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the ability to look at the future imaginatively, the courage to go 
ahead. 

Yes, you need information to make correct decisions. That is 
why you keep progress reports, operational data, statistics. That 
is why you know your job so 
well you can quickly dig up facts 
relating to the decisions you must 
make in carrying it out. That is 
why you follow policy as a guide 
to action. Facts assure consist- 
ency. But you can’t expect to 
get the answer to every question 
before you act. You also need 
courage to go ahead when your 
judgment tells you that is the 
thing to do. You should be 
thankful for the element of the 
unknown. It makes your job of 
leader exciting. 

Sound policy comprises a 
sensible framework of rules and 
precedent to guide you in deci- 
sion-making. A smart boss is con- 
sistency-conscious. He understands why policies are needed and 
he follows them, unless there is an overriding reason for his 
departure from the normal. If a policy is outworn he is not afraid 
to change it, but when he makes that change he is sure it is for 
the best and that everyone under his direction is aware of the policy 
revision and the reason for it. 

Of course, you don’t have to be hamstrung by policy in deciding 
what to do, and no policy should be enforced so precisely that it 
works an injustice on an employee or a hardship on the company. 
But when you vary from established custom be sure you have good 
cause. Unless you rewrite the policy itself, you must see that 
everyone concerned realizes that the exception you made to a rule 
in a particular situation does not constitute a precedent. Otherwise 
you will have voided policy by your own action. 

A large eastern company had to deal with a policy matter in em- 





Imagination must be anchored 
to sound judgment. 
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ployee relations that points up this problem. A strike in steel had 
cut off its source of supply, and a lay-off was necessary. At a meet- 
ing of top management it was decided that notices would go out 
to the affected employees on the following Tuesday and the fur- 
loughs would begin on Thursday. 

“We should really start lay-offs Tuesday, but Wednesday is a 
holiday and we don’t want to cut our people out of their holiday 
pay,” said the executive vice president. 

“No,” agreed the industrial relations director, “but our contract 
reads that to be eligible for holiday pay an employee must work the 
day before and the day after the holiday falls.” 

“You don’t propose to have everybody work on Thursday just so 
we can pay them for the holiday, do you?” inquired the president. 

“Certainly not,” was the reply. “But I do propose to discuss 
the matter with the union and make it perfectly clear that this 
exception to the holiday eligibility rules does not constitute a 
precedent. The union can’t do anything else but go along. I also 
think that we should put a notice in the pay envelopes of employees 
telling them the reason we varied from policy. We'll have our 
record clear and avoid the possibility of grievances being filed in 
the future on this question. Moreover, we strengthen our hand in 
next year’s negotiations.” 

This man was conscious of policy, but he was not bound by it. 
He knew that if the general rules by which a company operates 
are positive, clearly stated, and based on reason, they are under- 
standable to the entire organization and accepted by it. It’s your 
job to do your best to see that your company is operated along 
these lines. 


BUSINESS FOUNDATION FOR A DECISION-MAKER 


History is full of stories of men who have risen to meet the 
challenge of emergencies. Faced with crisis, they seized a hand- 
hold on circumstance and, under immense pressure, made hard 
decisions that changed the course of rushing events. Julius Caesar 
spun a die and decided to march his army across the River Rubicon 
to Rome to take over the government, though he knew the failure 
of his venture would mean death. Henry Ford, despite the violent 
opposition of some of his major stockholders, decided to manufacture 
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a low-priced car to take advantage of the mass market. Almost 
simultaneously he made the revolutionary decision to raise work- 
men’s pay to a then unheard of $5 a day so that they would have 
the money to buy the automobile he planned to produce. Connie 
Mack won the first game of a World Series because he made the 
daring decision to start the “has-been” veteran Howard Ehmke 
against the heavy-hitting Chicago Cubs. 

These men were gamblers, yes, but they were smart gamblers 
and backed their bets with shrewd judgment. Their decisions were 
based on fact and something 
more than fact. They could in- 
terpret fact imaginatively. Caesar 
was no light-hearted adventurer, 
risking his career on a turn of 
the dice. He saw behind the 
imposing facade of Republican 
Rome’s military might and knew 
it was a hollow shell, corrupt and 
easy to push over. Henry Ford 
was not satisfied with the “take” 
of the high profit and small vol- 
ume of the luxury automobile 
market, so he put enough money 
into the pocket of the American workman to put him behind the 
wheel of a “flivver.” Connie Mack knew people. He banked on 
Ehmke’s competitive spirit and counted on his rising to the occasion. 
He also realized that if his Philadelphia “A’s” could take “Big 
Number One” from the Cubs with a second-string pitcher, he would 
have a tremendous psychological advantage over them. He was right 
both ways, and his team scored an easy Series triumph. 

These men made emergency decisions easily, for they had 
learned their trade the hard way. They understood the process of 
decision-making. If you will check back on all big decisions, you 
will find the ones that have paid off have been made by men who 
knew what they were doing. 

Al Hormel, the New York cartoonist, put it this way: “If Picasso 
was only an abstractionist, people wouldn’t know whether or not 
he could actually draw. Many would say he was a charlatan, hood- 








Smart gamblers back their bets 
with shrewd judgment. 
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winking the public with his weird paintings. But Picasso proved he 
was a top-notch traditional artist early in his career, so everybody 
figures that whatever he does must be good, whether they under- 
stand his pictures or not.” 

You must prove your ability to do things in an orthodox manner 
before people will follow you on a trail-blazing expedition. Once 
you have won their confidence, they will rely on your judgment and 
you can accomplish almost anything. Men who run companies that 
are dynamic and growing are men who continue to grow themselves. 
They are pioneers who are eager to accept greater challenges, but 
they have prepared themselves to be pioneers. They toss off im- 
portant decisions with such apparent ease that the casual onlooker 
might think they are lucky entrepreneurs, but they are not. Even 
their improvisations are based on an instinctive understanding of 
facts and their own seasoned judgment of those facts. They have 
built on a solid foundation; they learned to make correct little de- 
cisions to win the opportunity to make big ones. 


GUIDEPOSTS IN DECISION-MAKING 


A newspaper reporter makes certain each time he covers a story 
that he gets the Who, What, When, Where and How of it. Simi- 
larly, when you make a decision you should be sure to check your 
four “W’s” and your “H.” At first it may require a conscious effort 
to do this, but that is good mental discipline. After a while the 
process will become habit, and you will find that many of the de- 
cisions you formerly worried about are not so hard to make after all. 


Who 
1. Who will make the decision? 
2. Who is responsible for the results? 
3. Who should participate or advise in making the decision? 
4. Who should be informed of the decision after it is made? 
5. Who must activate the decision? 


What 
1. What is the decision you must make? 


2. What policies or past practices do you have to guide you? 
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3. What facts do you need to make the decision (records, re- 
ports, etc.)? 

4. What facts do you have? 

5. What information is lacking and in what areas must you 
substitute judgment for facts? 
What benefits will result from the decision? 
What are its disadvantages? 
What limit do you have on your authority to make the de- 
cision? 


Where 
1. Where, over the long range, is the decision likely to take you? 
2. Where can you find competent advisers or consultants to help 
you if you need them? 
3. Where can you dig up additional facts or information on the 
matter to be decided? 


When 
1. When is the time to make the decision? 


2. When is the right time to announce the decision? 
3. When would it be too late to make the decision? 
4. When would it be premature? 
5. When should the decision be followed up? 

How 


1. How do you consider all the possible solutions to a problem 
to be sure you are making the right decision? 

2. How do you combine several approaches to a problem to get 
a better result in decision-making? 
How do you get group participation in decision-making? 
How do you implement your decisions? 

5. How do you give orders, written or oral, to make sure your 
decision is properly carried out? 

6. How do you win the support and enthusiasm of your subor- 
dinates who must turn your decision into action? 


AUGUST, 1957 75 














Decision-making demands all the talents of leadership you 
possess: You must understand your job and the objectives of your 
company, you must be a salesman and an expert in human relations, 
and you must also have a high skill in communications. 

How far you go in your career depends on the use you make of 
your ability. A high-powered automobile running with clogged-up 
cylinders may have tremendous potential, but it won’t go very fast 
and will use a lot of gas. It’s your job to get maximum mileage out 
of your skills. Decision-making is the ignition key to your progress 
as an executive. You won't move until you turn it on. 


W hat Engineer Shortage? 


THERE IS NO SHORTAGE OF ENGINEERS in the United States. This is 
the conclusion of a study made by Dr. David M. Blank and Dr. George J. 
Stigler under a grant to the National Bureau of Economic Research by 
the National Science Foundation, The New York Times reports. 

The study’s findings are based on pay levels of engineers, which, say 
the two researchers, have drifted downward in relation to the salaries of 
other workers. Demand for engineers, it was found, has grown rapidly, 
but supply has grown even more rapidly. The report notes that tem- 
porary shortages of personnel with specific skills or in certain parts of 
the country undoubtedly occur. . But no evidence was found of any sub- 
stantial general shortage. 

According to the report, the engineers have lost ground in earnings in 
comparison with doctors, dentists, lawyers and college teachers. The 
decline has been especially pronounced since 1939, in spite of a minor 
increase in the relative salaries of engineers after the outbreak of the 
Korean War. The main effect of this short reversal of trend seemed to 
be popular acceptance of the idea of a serious and basic scarcity of 
engineers. The comparatively high starting salaries of engineers since 
the Korean War has reinforced this impression, says the report. 

The report showed that in 1950 there were 500,000 engineers, a net 
increase of about 240,000 since 1940. An increase in the supply of 
engineers is expected to continue: Projections in the study predict that 
there will be 35,000 to 40,000 engineering graduates annually by 1960, 
50,000 to 60,000 by 1965, and possibly as many as 80,000 to 90,000 by 
1970. A recent report on engineering graduates put the 1956 total at 
32,000. 





THERE ARE TWO KINDS OF MEN who never amount to much—those who 
cannot do what they are told, and those who can do nothing else. 
—Cyrus H. K. Curtis 
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“Pm a stranger here, myself!” 


Observations on the Growing Jargon of Management 


@ Alvin Brown 


I'D LIKE To THROW a new word at you,” said a speaker recently. 
He couldn't have put it better. That’s just how I feel—thrown at. 
And often the impact is painful. 

Other people are more considerate, I must admit. They don’t 
throw words at me—they merely beam them. 

But at least these speakers are frank and forthright. They give 
me a chance to duck; they rattle before they, strike. They don’t, 
as some do, invent a word and pretend it’s a coin of common circu- 





Mr. Brown is widely recognized as a distinguished thinker and writer in the 
management field. Grateful acknowledgment is made by the author to 
Harry Freeman for his suggestions during the preparation of this article. 
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lation, respectably catalogued by Noah Webster. Of course, some 
of these fabricated words will ultimately be installed in the dic- 
tionary. That is what happened to the verb contact, once the 
editors of the dictionary realized that business would come to a 
standstill if it ceased “contacting” people. But until this happens, 
it would seem only sporting for speakers and writers to acknowledge 
their verbal creations before foisting them on an unsuspecting 
public. 

One writer has the grace to put “colloquery” in quotation marks, 
thus offering, as the dictionary points out, a slight apology for a 
coined word. By far the majority of speakers and writers, however, 
feel no obligation to palter even to this extent as they enrich the 
language with coined, combined, compressed, and contorted words 
and phrases. 

The example that first comes to mind is, of course, automation. 
These days, no one stoops to mechanize; he isn’t in the swim unless 
he’s automating. And naturally, the man who automates cannot 
be content with mere creativeness; he can flourish only if he and 
his disciples are capable of creativity. 

One writer points out that “humanation is the full release of the 
human creativeness of the working and managing forces, voluntarily 
cooperating with each other to apply their creative energies to their 
daily work through organized programs of joint participation in the 
productive process.” This writer scores five points for being hu- 
manatious, but he forfeits two by missing out on creativity. 

Frequently we are brought face to face with the specialist and 
the generalist. I can only suppose from usage that a generalist is 
what a specialist is not. That means, I assume, a jack of all trades 
—and the corollary, master of none? I only wish my schoolteachers 
had entertained this concept; much to my discomfiture and theirs, 
each of them seemed to expect me to be a specialist in the subject 
he taught. 

But a manager must be a generalist, not a specialist. “As a 
generalist, his emphasis must be on synthesis, on tapping the brain 
[sounds a little surgical] of the specialist. He must be able to 
resist the fractionating trends of our time and see the organization 
not in terms of areas but of currents between areas.” 

These people must dwell in some region of outer space; obviously, 


78 THE MANAGEMENT REVIEW 








== a fae 











they cannot express their meaning in words of mere finite scope. 
I am sure, for example, that enginomics means something much 
above and beyond the import of either engineering or economics or 
both. And I am certain I could never understand, much less 
practice, the science of cybernetics. I can only wonder if it has 
anything to do with Cybele, the nature goddess of the ancient people 
of Anatolia, the nourishing mother of man, giver of the arts of 
life. 

Our imaginative science-fiction writers usually picture the man 
from Mars as a superior creature. I don’t know why he should be. 
Or, rather, I don’t know why we should expect ourselves to be 
inferior. But even if the man from Mars were superior in mental 
capacity, I’m sure he would feel inferior if plunged into our midst 
unable to speak our language. I know that I'd feel inferior if I 
were marooned among people speaking Bantu or Prakrit, unable to 
grasp the simplest thoughts, unable to comprehend the simplest 
instruction. 

The case is no better when the language comes dressed in the 
outward semblance of English. In fact, it’s worse. The frustration 
of not being able to understand Bantu is not to be compared to 
the frustration of not being able to understand language that comes 
masquerading as my native tongue. Without understanding, how 
can I achieve conformism? 

But these inventors of new words are only novices at their trade. 
The true virtuoso achieves his effect by taking familiar words and 
spinning them together in unfamiliar association. Then their 
strength is as the strength of ten. 

“Democatic supervision, also known as democratic leadership, 
is often used as a synonym for consultive supervision, but, in a 
narrower sense, democratic supervision is something different. It 
makes a greater shift of decision-making responsibility to the group. 
In some instances, the supervisor ‘delegates’ decision-making au- 
thority to his group to the extent that he does not proceed until 
group decision is reached on matters referred to it. If the group 
does not decide, this is the supervisor's cue that no action should 
be taken. Although he theoretically retains ultimate authority, in 
practice he shares it with his group.” 

This pronouncement leaves me trailing behind like a Jenny 
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behind a jet, and my dictionary fails miserably to help. The in- 
dividual words are familiar, but the mental image they ought to 
create is a blank. And when I learn that these terms are “often 
used,” it is a terrible shock to my complacency. I thought I was 
fairly well read in the subject of management, but it is apparent 
that I am as badly off as Rip van Winkle was. 

Of course, the important word in this message is decision. 
Decision is the outstanding event in administration; on nothing else 
does the success of enterprise depend so greatly. Yet here I find 
decision hopping around like a flea on a hot skillet, interned be- 
tween wider and narrower senses, democracy and consultation, 
greater and less shifts, theory and practice—and disappearing en- 
tirely at any omission of action by that most muscle-bound instru- 
ment of organization, the group. If I have mixed my metaphors, 
the reason is simple: I am mixed. 

From another source, however there comes hope of enlightenment, 
though it is a strait way. “It must take place in a sympathetic 
and supportive atmosphere where the process can become the one 
all-important life-purpose over a period of a number of days. Such 
a supportive practice environment is called a ‘laboratory’—a term 
well chosen in this case because in such a laboratory one learns 
group processes and leadership skills by taking part personally in a 
series of group experiments, just as, years ago, we learned physics 
and chemistry in a laboratory where we became involved in a series 
of physical and chemical experiments.” 

Now, this seems right up my alley, because that “years ago” 
stuff makes it plain that the program is beamed at men of my 
advanced age. But somehow I do not seem to recall having become 
“involved” in physical and chemical experiments, although I did 
get involved with my parents once when I spilled nitric acid on my 
one good suit. Nevertheless, it would be nice if I could bring my 
English up to date in the same way I was exposed to chemistry. 
Yet I am apprehensive of the difficulties. I suppose my memory 
is not to be relied upon, but I do not remember taking part, either 
personally or impersonally, in a series of group experiments. In- 
deed, my teacher was sadly individualistic; he insisted upon basing 
my grades on my own work instead of giving me the benefit of 
the general average. 
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Nor am | sure I could adjust myself to the “supportive atmos- 
phere,” especially as the dictionary gives me no help about the 
meaning of supportive. I remember that, when hydrogen sulphide 
got loose, the chemical atmosphere became insupportable, but I 
don’t suppose that’s the same thing. I can’t guess what thing—or 
body—the atmosphere is here expected to support. 

In fact, I'm so hazy about the whole process that I’m not even 
sure I want to make it my one all-important life-purpose, even for . 
the “period of a number of days” that the author suggests. 

Comes next the new science of Atorgenics (I believe its author 
insists on the initial capital letter). The last part of the word must 
mean “suited for reproduction by,” as in photogenic. And my son, 
who knows about these things, tells me the first part is a Latin 
prefix meaning black. So the word may have something to do with 
mourning. Or maybe black magic? 

But perhaps we shouldn't trifle with the author's definition. 
“Atorgenics,” says he, “is a body of systematized ideas (incorporating 
man’s valid but hitherto unconnected observations on organization); 
it is deduced from accepted postulates and self-evident axioms of 
our time; and it is bound by a unifying principle that views an 
organization as a conceptual structure in which idea flow deter- 
mines organizational power for productivity.” 

You know, I feel I don’t do too badly with this until I get to 
the point where ideas, flowing through a conceptual structure, 
generate power. Perhaps ideas may be made liquid or gaseous so 
they can flow, and perhaps our idea of a structure may be a 
conduit, but doesn’t elementary physics tell us that ideas flowing 
through an idea would dissipate rather than generate power? 

Happy must be the man who, without the need of invention, 
finds words that have not only a causal relation but are consonant, 
as the one who says, “In one case we are likely to become extinct 
by instinct and in the other case easily suffer paralysis by analysis. 
The compromise course, selection by inspection, is certainly the 
safest.” And how satisfied the man who explains himself so clearly 
when he says that operations research means research on operations! 

So there you are—or are you? You see, once in a while my 
credulity skips a beat, and I have a sneaking, unworthy misgiving 
that William Schlamm might have been right when he said, 
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“Sociology can be safely defined as the use of a jargon invented for 


that purpose.” 
But why not give up and just admit it’s a new language that 


should be duly taught in the primary and secondary schools—to 
my grandchildren? Why not throw away restraint, as Garry Moore 
did when he supplied “Dragnet” with a new vocabulary? A brief 
extract, as quoted by John Crosby in the New York Herald Tribune, 
shows how he has perfected the art: 

“This is the flanagan. A teeming bortisneed of ten million 
snidlits. My job is to keep law and grifits. I’m a Floop. The orken 
you are about to hear is plut. It was taken from the files of the 
Berkendaddle. Only the girfs have been changed to protect the 
zahgan . . . A report came in from headquarters that a woman with 
two mozniks had been jidnicked and glagened by a man carrying 
a .38-caliber dootenforzer, Model M-1. It was the fourth jidnicking 
in three days . . . My job—to find this glagener. I'm a Floop!” 


South of the Border: U.S. Investment Hits Pay Dirt 


U.S. PRIVATE INVESTMENT has been making a major contribution to the 
economic growth of Latin America since the war, according to a Depart- 
ment of Commerce survey of 300 U.S. companies with over 1,000 sub- 
sidiaries in Latin America. Together, these companies account for 85 
per cent of total U.S. company assets there. Here are some of the high- 
lights of the study, as reported in Business Week: 

U.S. companies produced more than $5 billion worth of goods and 
services in Latin America in 1955. They accounted for 30 per cent of 
total Latin America exports and one-third of all sales to the U.S. The net 
direct foreign exchange return to Latin America was $1 billion. U.S. 
companies also accounted for 10 per cent of all Latin American imports 
and a much larger percentage of capital equipment imports. They em- 
ployed 600,000 people directly, paying them nearly $1 billion. Latin 
American governments received another $1 billion in income and taxes. 

Total new capital investment in 1955 by these companies was $600 
million Cover twice the reported increase in book value), including $400 
million in new plant and equipment. Book value of U.S. private invest- 
ments in Latin America has risen from $3 billion in 1946 to over $7 
billion now, and the real value is estimated at nearly twice that. 
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Poor chap, he’s just been “kicked upstairs” — 

Shorn of prerogatives (and cares), 

Deprived of sundry erstwhile powers 

And office space (and office hours), 

He gets the gate, a case of booze, 

And tickets for a South Seas cruise 

(Planned with the thought, as we're aware, 

That out of sight is out of hair). 

His total income (never low) 

Remains the same, poor guy—although 

The firm has sweetened this amount 

With a de luxe expense account. 

He’s through, they've laid him on the shelf — 

Where, if I may speak for myself, 

I'd only say, “You sack of coin, you, 

Move over, please, I'd like to join you.” 
—RicHARD ARMOUR 
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“MIRACLE 





... Programs 


DRUGS” or Panaceas 
% 


a William A. Holcombe 


NEw MANAGEMENT TECHNIQUES, Virtually unknown ten years 
ago, have increased in number and improved in effectiveness as 
rapidly as the pharmaceutical products we call “miracle drugs.” Both 
have produced results for which the word “miraculous” is only a 
trifle short of being accurate—but both have also generated what 
might be called “harmful side effects.” In management, one of these 
harmful side effects that has been responsible for wasted effort and 
the inefficient use of hard-earned knowledge is the confusion of the 
techniques of management with the basic functions of management. 

The conditions that have produced this confusion are not hard 
to understand. We live in an era characterized by miraculous in- 
novation and mass communication. Not only is the “impossible” 
accomplished with frequency, but mass communication has made 
those accomplishments so widely known that they seem common- 
place. Miracle drugs, miracle fabrics, and miracle metals appear 
in profusion. Products unknown ten years ago now make up a 
tremendous percentage of industrial production. The four-minute 
mile is history, and martinis can be made without gin. 





Mr. Holcombe is Program Director of AMA’s Management Course. 
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Developments in management have kept pace with discoveries 
and innovations in other fields. Not many managers ten years ago 
had ever heard of such techniques as operations research, group 
appraisals, integrated data-processing, multiple management, flexible 
budgeting, standards of performance, or ratio-delay studies—partly 
because they were rare or nonexistent, and partly because the present- 
day flood of communications on the subject of management was 
then only a gentle stream. Today, every manager knows that these 
techniques and hundreds more exist, and that they have achieved 
phenomenal results. But the very profusion of management informa- 
tion makes it impossible for him to be completely familiar with 
every new technique—how it works, where, when, and how it 
should be used, and whether it might be helpful to him, It is easy 
for him to lose sight of the fact that these techniques are not new 
management functions, but only methods designed to help him do 
better what any good manager has already been doing for a long 
time. 

When the XYZ Company buys a computer and increases the 
efficiency of its operations, the reaction of an outsider in a 
similar company is frequently, “Man alive! That’s what we need.” 
Perhaps what is really needed is the well-developed planning and 
review system that enabled the XYZ Company to use the computer 
to good advantage. A would-be artist who masters the techniques 
of mixing paint and of brushing the paint on the canvas will be 
frustrated in his attempts to produce a picture unless he has first 
mastered composition, drawing, perspective, and other fundamental 
parts of the process. 


SYMPTOMS OF CONFUSION 


But in this age of quick, cheap miracle cures, it is hard to shake 
the hope that somewhere in the mass of information about new 
techniques lies the answer to the problem. And even harder to 
shake is the fear that the competitor might find it first. In such a 
situation are the germs of our “side effect” malady, the confusion 
of the techniques of management with the basic functions of man- 
agement. This malady has distinct symptoms: 

FappisM: The adoption of techniques, not to fill a clearly estab- 
lished need or to improve the functioning of a particular process, 
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but because they are “progressive” and have accomplished results for 
someone else. Examples: The firm that sends a man to a business 
library to get some personnel policies. The firm that “decentralizes” 
to product divisions before attaining sufficient volume for such in- 
dependent divisions to operate profitably. 

THE APOLOGETIC ATTITUDE: The feeling that, if the manager’s 
firm is not using the kinds of techniques that are widely written 
about and discussed, they are not progressive or “scientific.” Ex- 
amples: “We haven't decentralized yet, but . . .” (Meaning that, 
although the firm is well organized on a functional basis, they 
really should have decentralized already and they certainly will get 
to it soon.) “We aren’t big enough to afford management develop- 
ment.” (Meaning that they cannot afford to hire a director of man- 
agement development. ) 

SELF-DECEPTION: The employment of management techniques 
to obtain benefits that are more apparent than real because they are 
not directed toward the accomplishment of managerial functions. 
Examples: The publication of a beautifully written and bound 
organization manual, written by specialists and understood by no 
one. The “development” of supervision by means of courses in 
human relations and economics in a plant where the supervisor 
has only the foggiest notion of how the company operates, how his 
work contributes to it, or what his objectives, the plant’s objectives, 
or the company’s objectives are. 

PLANTING TULIPS WITH DERRICKS: The use of complex and 
intricate techniques to accomplish results that could be obtained by 
much simpler methods. Examples: Buying a computer to speed up 
paperwork, when improved systems and procedures would have 
achieved the desired results. Making a full-scale organization study 
to determine what shifts and realignments will be necessary to 
neutralize an inefficient executive who should have been fired. 


THE FUNCTIONS OF MANAGEMENT 
Management’s new techniques do not produce results in a vacuum. 
They achieve results only when they are used as helpful tools to 
carry out the functions of management, which have long been 


practiced. 
Before these functions can be identified, management must be 
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detined. There are many adequate definitions in existence, but for 
our purposes it will be sufficient to observe that management is 
a process of establishing objectives and directing effort to their 
achievement. 

Like any other process, management can be broken into recog- 
nizable parts or functions. This has been done by observers and 
students since Jean Batiste Gay in the early 1800’s tried his hand 
at defining just what management does that adds value to the 
elements of economics—land, labor, material, and capital. Al- 
though they might be phrased differently, added to, combined, or 
subdivided, these six steps are similar to most such listings: 

1. Establishing objectives. 

2. Planning how to reach them. 

3. Fixing responsibility for carrying out the plans (organizing). 

4. Reviewing progress against plans and making necessary 

adjustments. 

5. Improving all parts of the effort. 

6. Feeding back the results of experience to all functions. 

These six steps can be observed in managing any effort, from 
that required to maintain a balance in a bank account to that re- 
quired to earn a profit for a giant corporation. Naturally, although 
these six steps comprise management, their exercise is not necessarily 
good management. How well they are carried out is obviously in- 
fluenced by the personal qualifications of the manager—his decision- 
making ability, creativity, knowledge, maturity of judgment, etc. 


ESSENTIAL INTERPERSONAL SKILLS 


It is necessary to repeat another well-known truth to avoid leaving 
a gap in this discussion. Carrying out the basic functions of the 
process is greatly complicated when the effort being directed requires 
the services of several people. Immediately, the manager's ability 
to carry out the basic functions is affected by his interpersonal skills: 
(1) selection of personnel, (2) communication, (3) motivation, 
and (4) training and development of personnel. 

These skills become absolutely essential to directing the efforts 
of a group toward the achievement of a goal. They are interwoven 
with the execution of all of the management functions to such a 
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degree that frequently no distinction is made between them and the 
functions of management. But the distinction is essential, and it 
must be made if management is to be understood as a continuous 
process that is distinct from the techniques of management. 


MANAGEMENT TECHNIQUES IN SIX COMPANIES 


The distinction between function and technique can be illustrated 
by an examination of some essential differences among six different 
companies : 

Company I is run primarily as a one-man show. 

Company II has no highly formalized management techniques, 
but they have worked hard to produce an effective operating 
climate. 

Company III considers organization important, and highly formal- 
ized techniques have been used. Well-developed charts, job descrip- 
tions, and manuals are used and reviewed. Formalized techniques 
are not used for planning or management development. 

Company IV has an efficient and well-worked-out management 
development system using appraisals, rotation of assignment, per- 
formance review interviews, development of coaching skills, etc. 
Formalized techniques are not used in organization or in planning. 

Company V has a well-worked-out and highly integrated system 
for both long- and short-range planning. An optimum amount of 
participation is secured, and plans are reviewed and followed up. 
No formalized techniques of organization or management develop- 
ment are used. 

Company VI has effectively formalized planning methods, organ- 
ization, and management development. 

It is quite possible that all these companies would rate equally 
well on any scale that could be devised to measure their effectiveness 
—return on investment, strength of market position, quality and 
acceptance of product, quality and condition of plant, healthy finan- 
cial ratios, or reputation in the industry and community. Assuming 
that this is the case, a logical question immediately arises: How is 
it that these companies are all equally successful? The answer is that 
they are all equally well managed. The quality of the management 
is not determined by what techniques it uses but by how well the 
basic functions themselves are carried out. 
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The process of organization, for example, requires identification 
of needed functions; establishment of authority, responsibility, and 
accountability; establishing the reporting relationships that will best 
achieve the objectives; and so forth. It does not require job descrip- 
tions, charts, and manuals, although these techniques might fre- 
quently be the best tools to use to achieve good organization. Some 
enterprises have job descriptions for everyone, detailed charts, and 
complete manuals, yet they are not effectively organized. The accom- 
plishment of the function of organization, or of any of the other 
basic management functions, does not require the use of any par- 
ticular technique for its effectiveness, nor will going through the 
motions of any technique guarantee effectiveness. 


SELECTING APPLICABLE TECHNIQUES 


Choosing the appropriate techniques to carry out the management 
functions can pose a severe test for managerial judgment. 

Many variables affect the choice: The abilities and personalities 
of the persons involved, the number of employees and the variety 
of functions they perform, the complexity of the product or service, 
the stability of the industry, the type and amount of competition, 
the firm’s reputation and traditions, and many more. 

Depending on the circumstances, different techniques might be 
followed in setting objectives, for example. Objectives can be set 
by individuals or groups, and groups can use conference techniques 
or brainstorming; economic research, market research, and innu- 
merable methods of sales forecasting can be used; and all of these 
might be varied for long- or short-term objectives. This does not 
exhaust the list of applicable techniques, but no matter what choice 
is made, the purpose is to improve the quality of “establishing ob- 
jectives.” In the final analysis, the important question is not “What 
techniques are used?” but “How valuable are the objectives?” 

It may be helpful to return to the six companies and see how 
their choice of management techniques meets their individual pur- 
poses : 

In Company I, the man running the one-man show is capable of 
carrying out the basic management functions himself. It is true that, 
with no significant delegation of authority and responsibility, he can 
hardly be developing a successor; but he must be satisfactorily de- 


AUGUST, 1957 89 











veloping people for what they are now required to do. He may be 
an owner not concerned with perpetuating the enterprise and, 
deplorable as this lack of interest may be, it is not necessarily a re- 
flection on his present management of the enterprise. 

Company II, with its effective management climate, has produced 
managers who naturally perform their functions and coordinate their 
efforts. 

Companies III, IV, and V have built their management processes 
around one strongly formalized technique. To use any one of these 
techniques, it becomes necessary to set objectives, to decide what is 
to be done and who is to do it. Maintaining the system requires 
review, improvement, and feedback. In other words, although each 
of these companies has, in a sense, put all of its eggs in one man- 
agement basket, this can, under proper conditions, result in good 
management. Because of the close relationship of the basic man- 
agement functions, when one is strongly reinforced it automatically 
strengthens the others. This does not mean that these companies 
could interchange their methods and still obtain good results; it does 
mean that their choice of techniques works for them in their own 
particular situation. 

The last firm, Company VI, has found it beneficial to formalize 
all these techniques. It is probably safe to say that, if the complexity 
of these six operations could be measured, I would be least complex, 
VI most complex, and the others somewhere in between. 


FUNDAMENTALS BEFORE TECHNIQUES 


Oversimplification is frequently necessary for illustration, and 
some of the preceding simplifications of concepts and systems are 
guilty of all of the faults found in any attempt to simplify a complex 
function. The complexity of management is exactly why the temp- 
tation to find the easy shortcut is so great, especially when the results 
of the wide variety of available shortcuts seem so inviting. 

Yet the fact remains that the enterprise that is already doing a 
good job of planning is in a much better position than one that is 
not when it is faced with the problem of isolating the hard nut of 
a planning problem that can best be cracked—or, perhaps, can only 
be cracked—by operations research. The consciously well-organized 
company can much better appreciate the possible value to them of 
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decentralization, a “flat structure,” or a form of multiple manage- 
ment. A first-class review system is a prerequisite to optimizing the 
results from electronic data-processing. A management that accepts 
improvement as part of its function is much more likely to have the 
most appropriate cost control, work simplification, and quality con- 
trol programs. 

The enterprises that have made the fundamentals an integral part 
of their existence at all levels of the organization are in a much better 
position to appreciate the values and limitations of new techniques. 
Their judgment of which techniques to investigate and then which 
to use gives them a much better chance of finding better ways to 
do the things that they are already doing well. Their search for better 
ways probably means that they are among the innovators as well as 
the borrowers. They are well inoculated against the malady of 
confusing techniques with basic functions—and they don’t have to 
drink vodka martinis to prove that they are up to date. 


Suggestion System for Supervisors 


SUPPLEMENTING its conventional employee suggestion system, the 
Mueller Climatrol Div. of Worthington Corp. has established a $1,000 
Club to stimulate cost-saving ideas by its 40 supervisors, reports C. Hoerig 
in Mill & Factory. To earn a club membership, a supervisor must con- 
tribute a manufacturing improvement or operating suggestion that will 
save the company at least $1,000 in one year. To maintain the member- 
ship, the supervisor must pay dues consisting of four $1,000 ideas per year. 

In the three years of the club’s existence, supervisors have come up 
with ideas resulting in average annual savings of $230,000. Of the 40 
supervisors, 23 have qualified for membership at least once. 

Monetary awards for the supervisors are played down. Although 
Mueller presents household gifts to dues payers, it considers improvement 
of a supervisor’s stature in the company a more substantial motivation. 





BRITAIN SPENDS 2 per cent of GNP on research and development, com- 
pared with 1% per cent in the U.S., according to the British Treasury’s 
Bulletin for Industry. However, nearly two-thirds of British research 
spending is earmarked for defense projects, compared with less than half 
in the U.S. 
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Book Notes 


(Please order books directly from publishers ) 


GENERAL 


THE AMERICAN ECONOMY. By Alvin H. Hansen. McGraw-Hill Book 
Company, Inc., New York, 1957. 199 pages. $5.00. This collection of 
lectures and essays, the latest in The Economic Handbook Series, deals with 
the major economic changes of recent years and their implications for 
economic policy. Among the topics discussed are improvements in techniques 
for stabilizing the economy; the relevance of Keynesian economics to 
current issues; the evolution of the President’s Council of Economic Ad- 
visers; the relation between rising output and prices; and the increased 
responsibility of government for the nation’s economic well-being. 


THE PROSPECTS OF NUCLEAR POWER AND TECHNOLOGY. By Gerald 
Wendt. D. Van Nostrand Company, Inc., Princeton, New Jersey, 1957. 
348 pages. $6.00. A popular account of the peacetime uses of atomic 
energy. Part I discusses world power needs, actual and projected atomic 
plants in the United States and abroad, and the problems created by the 
new technology in such areas as finance, insurance, the location of industry 
and population, and governmental controls. Part II is concerned with the 
technical aspects of atomic power and the potential of the nuclear industries. 


FLUCTUATIONS, GROWTH, AND FORECASTING: The Principles of Dynamic 
Business Economics. By Sherman J. Maisel. John Wiley & Sons, Inc., New 
York, 1957. 552 pages. $7.50. Though primarily a textbook, this volume 
is intended to demonstrate to the businessman as well as the student how 
economic analysis can be used as a practical tool in understanding and 
adjusting to a dynamic economy. Focusing on the major decision-making 
units—business enterprises, families, and government—the author shows 
how their spending decisions are related to over-all growth and fluctuation 
and what policies are appropriate for each in coping with economic change. 


BUSINESS REPORT WRITING. By Robert D. Hay and Raymond V. Lesikar. 
Richard D. Irwin, Inc., Homewood, Ill., 1957. 352 pages. $6.60. Treating 
business reports as essential tools of management, this text emphasizes the 
purposes of communication as well as the techniques. Among the topics 
covered are the collection and interpretation of business information, the 
mechanics of style, the choice of suitable media of communication, and the 
various methods of physical presentation. A number of examples and il- 
lustrations are provided. 


LOCATION AND SPACE-ECONOMY: A General Theory Relating to Indus- 
trial Location, Market Areas, Land Use, Trade, and Urban Structure. 
By Walter Isard. Published jointly by The Technology Press of Massachusetts 
Institute of Technology and John Wiley & Sons, Inc., New York. 1956. 
350 pages. $8.75. The basic objective of this study is to point the way 
toward a more comprehensive social science theory by taking into account 
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the space and time dimensions of man’s interaction with his physical en- 
vironment. The author shows how location and space-economy concepts 
furnish insights into actual economic processes and how these ‘concepts can 
be applied to such practical problems as plant location, land use, city 
planning, urban renewal, and market analysis. 


FACTORS IN EFFECTIVE ADMINISTRATION. By Charles E. Summer, Jr. 
Graduate School of Business, Columbia University, New York, 1956. 286 
pages. $3.25. Representing the combined thinking of specialists in adminis- 
tration at 20 universities, most of whom have had business as well as 
acedemic experience, this research study is directed toward three main 
questions: (1) What factors contribute to success as an administrator? 
(2) What should be the goals of executive training? (3) What are leading 
universities doing to train administrators? The report analyzes specific 
areas of administration, such as integration of operating functions, human 
relations, social responsibility, and decision making; and the qualities re- 
quired of administrators in each of these areas. 


MATHEMATICAL ECONOMICS. By R. G. D. Allen. St. Martin’s Press, Inc., 
103 Park Avenue, New York 17, N.Y. 768 pages. $10.00. Addressed 
primarily to economists, this text affords a comprehensive treatment of the 
applications of mathematical techniques in such areas as macro-dynamics, 
trade cycle theory, economic regulation, input-output analysis, and linear 
programming of production and consumption activities. 


DIRECTORS’ AND OFFICERS’ ENCYCLOPEDIC MANUAL. Prentice-Hall, Inc., 
New York, 1955. 641 pages. $10.00. This encyclopedia is designed to 
serve corporate directors and officials as a ready reference to all phases of 
corporation business. Included are definitions of terms; factual information 
on corporate practices and procedures; up-to-date forms, charts, and tab.es; 
and the fundamentals of corporation law. 


THINKING BY MACHINES: A Study of Cybernetics. By Pierre de Latil. 
Houghton Mifflin Company, Boston, 1957. 353 pages. $5.50. An ex- 
planation of the fundamental principles of cybernetics and their manifesta- 
tions in the natural world as well as in the operation of complex machines. 
Translated from the French, the book is addressed to the general reader and 
engagingly written with a minimum of -technical detail. 


APPLIED IMAGINATION: Principles and Procedures of Creative Thinking. 
By Alex F. Osborn. Charles Scribner’s Sons, New York, 1957. 379 pages. 
$3.75. This revised edition of a work originally published in 1953 includes 
new chapters on brainstorming and its applications in business, government, 
and the professions. Emphasizing problem-solving rather than learning by 
rote, the author outlines techniques for utilizing innate creativity in all 
aspects of personal as well as vocational life. 


MANAGEMENT AIDS FOR SMALL BUSINESS: Annual No. 3. Edited by 
Edward L. Anthony. Small Business Administration, Washington, D.C. For 
sale through the Superintendent of Documents, U.S. Government Printing 
Office, Washington 25, D.C. 80 pages. 45 cents. This bulletin, the third 
in a continuing series, contains 11 articles by specialists from business, 
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trade associations, and government. Part I deals with record-keeping as an 
aid in income tax reporting; Part II discusses problems of internal manage- 
ment such as pricing, office systems, sales territories, and psychological 
testing; and Part III describes how external sources—market research, field 
warehousing, independent laboratories, and food brokers—can be of service 


to the small enterprise. 


AUTOMATION: Its Purpose and Future. By Magnus Pyke. Philosophical 
Library, Inc., 15 East 40th Street, New York 16, N.Y. 191 pages. $10.00. 
A nontechnical appraisal of the significance of automation, written for the 
layman by a practicing scientist. Among the topics reviewed are the 
progress of automation in factory and office; the prospects for automating 
food production, transportation, and communication; and the social im- 
plications of these developments. 


MANAGEMENT PLANNING AND CONTROL: The H. J. Heinz Approach. 
Controllership Foundation, Inc., 2 Park Avenue, New York 16, N.Y. 113 
pages. $3.00. A case history of one company’s experience in applying the 
concepts of management planning and control to its manufacturing opera- 
tions. Prepared by the executives of the H. J. Heinz Company in collabora- 
tion with the Foundation staff, the report describes management's objectives 
in planning, the organization of responsibilities, the distinction between 
“planning” and “control,” the coordination of long-range and short-range 
planning, and the role of the comptroller’s division in the over-all program. 


COMMUNICATION THROUGH REPORTS. By Paul Douglass. Prentice-Hall, 
Inc., Englewood Cliffs, N.J., 1957. 410 pages. $5.95. The materials 
presented in this handbook are grouped into three main divisions: (1) The 
principles and techniques employed in organizing and developing manage- 
ment reports; (2) the fundamentals of language; and (3) the types of 
reports currently used by business. 


THE RENEGOTIATION GUIDE. Renegotiation & Termination Letter, 1420 
New York Avenue, N.W., Washington 5, D.C. 1957. 202 pages. $25.00. 
Compiled from materials appearing in the weekly news service, Renegotiation 
& Termination Letter, this manual provides information and practical advice 
for the defense contractor. Included are the text of the Renegotiation Act 
of 1951 with amendments through 1956; statements, rulings, and staff 
bulletins of the Renegotiation Board; lists of members of the Board and 
its regional branches; reports on renegotiation cases; articles and speeches 
by specialists on various aspects of defense contracting; and a comprehensive 


subject index. 


INDUSTRIAL TRADE ASSOCIATIONS: Activities and Organization. Political 
and Economic Planning, London, England. Distributed in the United States 
by Essential Books Inc., 16-00 Pollitt Drive, Fair Lawn, N.J. 1957. 340 
pages. $5.40. Described as the first comprehensive study of trade associa- 
tions in Great Britain, this report covers the history of trade associations 
in manufacturing industry, their internal organization and financing, and 
their relationship with member companies and with government. Included is 
an evaluation of the services provided by the associations, based upon a 
survey of 900 member firms, and a register of 1,300 associations compiled 
here for the first time. 
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THE CONTROL CENTRE FOR AN INTERNATIONAL BUSINESS: A Study of 
the Factors Relevant to the Location of its Headquarters. By Lord 
Heyworth. The Athlone Press, University of London. Distributed in the 
United States by John de Graff Inc., 31 East 10th Street, New York 3, N.Y. 
1956. 28 pages. 50 cents. In this Stamp Memorial Lecture for 1956, the 
chairman of Unilever Limited analyzes the unique requirements of an 
international business organization and the role of government in condition- 
ing the environment in which it operates. The comparisons made between 
the United States, Holland, and the United Kingdom may be of special 
interest to American readers. 


CANADA'S ECONOMIC FUTURE: Digests of One Hundred and Twenty-seven 
Submissions to the Royal Commission on Canada’s Economic Prospects. 
Cockfield, Brown & Company Limited, 185 Bloor Street East, Toronto 8, 
Ont. 1957. 310 pages. Gratis. Compiled from more than 300 briefs sub- 
mitted at the hearings of the Royal Commission by Canadian business, 
government bodies, and trade associations, this handbook reviews the long- 
term outlook for the Canadian economy with respect to energy sources, popu- 
lation, domestic and foreign markets, productivity and living standards, and 
capital requirements. The materials are indexed both by subject and by 
contributing companies or agencies. 


HOW TO SOLVE MANAGEMENT PROBLEMS. By Charles Cerami. Prentice- 
Hall, Inc., Englewood Cliffs, N.J., 1957. 240 pages. $4.95. This hand- 
book outlines a step-by-step procedure for making business decisions. While 
acknowledging the variety and complexity of the problems confronting 
management, the author maintains that these can be reduced to a few basic 
types and solved by means of his general formula. Included are a number 
of anecdotes and sample problems from actual business experience. 


NUCLEAR ENERGY IN INDUSTRY. By J. G. Crowther. Pitman Publishing 
Corporation, 2 West 45th Street, New York 26, N.Y. 1956. 168 pages. 
$3.95. This book is addressed to the layman with a scientific turn of mind 
who wants to find his way in the new world of nuclear power. Beginning 
with a simplified explanation of nuciear energy, the author goes on to 
discuss the various kinds of reactors, their industrial applications, and the 
chain-reaction effect of the new technology on industry. 


THE MERCHANT OF PRATO. By Iris Origo. Alfred A. Knopf, New York, 
1957. 415 pages. $7.50. The life and times of Francesco di Marco Datini, 
a Tuscan merchant-banker of the 14th century, whose career was one of 
the great success stories of the Middle Ages. Drawing upon the voluminous 
records Datini bequeathed to posterity—some 150,000 letters, over 500 
account books and ledgers, 300 deeds of partnership, 400 insurance policies, 
and several thousand bills of lading, letters of advice, bills of exchange, and 
checks—the author has produced a fascinating account of life and trade 
nearly 600: years ago. Businessmen with a taste for history will discover 
in this brilliant biography more than one point of kinship with a colorful 
early tycoon. 


EUROPE TODAY AND IN 1960: Eighth Report of the Organisation for 
Evropean Economic Co-operation, Vols. | and Ii. Organisation for European 
Economic Co-operation, 2000 P Street, N.W., Washington 6, D.C. 1957. 
Vol. I, 120 pages. Vol. II, 152 pages. $1.00 each. An authoritative review 
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of the economic situation in Western Europe. Volume I deals with economic 
developments to the end of 1956 and the activities of the OEEC in further- 
ing the common market, trade liberalization, the peacetime use of atomic 
energy, and other cooperative programs. Volume II assesses the prospects 
for economic growth to 1960 and the major problems that member countries 
are likely to encounter during this period. 


EXPLORATIONS IN AWARENESS. By J. Samuel Bois. Harper & Brothers, 
New York, 1957. 212 pages. $3.50. Applying the general principles of 
semantics to everyday situations, this handbook is designed to aid the 
general reader in improving his skills in observing, thinking, and communi- 
cating. The author draws upon his own experience in training business 
executives and illustrates his theoretical points with a number of practical 
examples. 


FINANCIAL MANAGEMENT 


TAX FACTORS IN BASING INTERNATIONAL BUSINESS ABROAD: A Study 
of the Law of the United States and of Selected Foreign Countries. 
By William J. Gibbons. The Law School of Harvard University, Cambridge, 
Mass., 1957. 177 pages. $5.00. An analysis of base company or tax haven 
operations by corporations engaged in international business. Part I reviews 
the reasons for organizing base companies abroad and how United States tax 
laws affect their operations; Part II examines the tax and corporation laws 
of 13 countries that have lenient tax policies toward foreign source income 
and are therefore regarded as suitable for the incorporation of base com- 
panies. 


TAXATION IN THE UNITED KINGDOM. By Walter W. Brudno and Frank 
Bower. Little, Brown and Company, Boston, 1957. 534 pages. $15.00. 
One of the initial volumes in the World Tax Series prepared by Harvard 
Law School's International Program in Taxation in consultation with the 
United Nations Secretariat. Bringing together information from various 
sources—enactments, court cases, administrative orders, and unwritten prac- 
tice—it deals with the various forms of taxes in the United Kingdom as well 
as special problems such as the treatment of capital gains, the effect of 
income and profit taxes upon dividend policy, and the rules applying to 
the establishment or termination of business activities in the United King- 
dom. Included are individual and corporate income tax forms, tables of 
tax statutes and cases, and a listing of source materials. 


TAXATION IN BRAZIL. By Henry J. Gumpel and Rubens Gomes de Sousa. 
Little, Brown and Company, Boston, 1957. 373 pages. $10.00. Like its 
companion volume reviewed above, this book is designed as a ready reference 
for business executives, lawyers, investors, government officials, and others 
in need of tax information on foreign countries. The first systematic account 
in English of the Brazilian tax system, the study comprises an analysis of 
the principal taxes, including the fecent excess profits tax; administrative 
rulings on tax law and a table of statutes; examples of income tax computa- 
tions for individuals and for various types of business organization; and 
translations of the official income tax return forms. 
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Two new publications from the 
AMA Management Bookshelf . . . 


PROFIT PERSPECTIVES IN ATOMIC ENERGY 

The commercial application of atomic power on a profitable basis is 
a new challenge to top management. Success in this area depends on a 
team of scientists, engineers, and administrators that functions smoothly 
despite technical barriers and strict governmental controls. 

In this new Special Report, key members of such teams—top research 
specialists and executives—explain how this challenge can be met. They 
offer practical solutions to such basic problems as return on investment, 
government regulation, and manpower needs. Topics range from a 
general view of world markets to a specific consideration of atomic hazard 
insurance. 

PARTIAL CONTENTS 

I. The Over-All Picture: The Profit and Loss Sheet to Date. The Out- 
look for the Equipment Industry. Markets for Atomic Power. 

ll. Regulation and Control: Objectives and Methods of Government 
Control. Materials Control in a Competitive Economy. Patents 
and Information Control Under the Atomic Energy Law. 

il. Hazards and Their Insurance: The Safety and Accident Kecord 
Thus Far. An Entrepreneur’s View of Liability and Insurance. 

IV. Technical and Manpower Requirements: The Nature of the Job 
Ahead. Company Organization for Atomic Programs. 

SPECIAL REPORT 21 $4.75 (AMA members; $3.50) 


THE COMMERCIALIZATION OF RESEARCH RESULTS 


How top management skills can be applied to product research and 
development is the subject of this AMA Special Report. Executives from 
companies with successful product development programs describe how 
their companies have converted ideas into new and profitable products. 
Representatives of E. I. du Pont de Nemours & Company, Inc., West- 
inghouse Electric Corporation, and others discuss important aspects of 
these programs: their organization, function, and future role in manage- 
ment. 

SpecIAL Report 20 $3.00 (AMA members: $2.00) 


Note: These reports have been distributed as an extra service to AMA members 
enrolled to receive Research Service in the Research and Development Division. 
If your type of AMA membership does not entitle you to receive these publications 
without charge, or if you wish extra copies for yourself or your associates, these 
reports may be ordered at the member price. 


Order from Department MA, AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 
Broadway, Times Square, New York 36, N. Y. 

AMA will pay normal postage and handling charges on all orders accompanied by check or money order. Orders 
under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accompanied by remittance, 
will be billed for postage and handling charges. Add 3% sales tax for orders to be delivered in New York City. 








Current topics for personnel executives . . . 





AMA's Fall Personnel Conference 


September 23-25, 1957 - Statler Hotel - New York City 


Top management looks at the “Organization Man" e 
Union-management cooperation on methods improve- 
ment e Personnel policies in a non-union plant e Prices, 
wages, and productivity in the postwar period e Easing 
the labor shortage: employing minority groups e Union 
pressures for master agreements e Job evaluation for 
managers—the guide chart-profile method e Funda- 
mentals in management development 


These are some of the important topics which will be covered at 
AMA’s Fall Personnel Conference. You recognize them—they 
represent the problems and challenging concepts that confront 
personnel and industrial relations executives today. At the Con- 
ference, you'll hear about them from the country’s top authorities 
—operating executives, government experts, leaders in management 
education. 


A dramatic feature of the Conference will be “The Execu- 
tive Pictured in Fiction”—a compelling stage presentation 
of an actual scene from the famous TV play and movie, 
“Patterns,” which deals with the top-management world. Fol- 
lowing this, a stimulating panel of leading authors, critics, 
and executives will discuss the treatment of executives 
in fiction. For many years, millions of readers and viewers 
have taken their ideas about management from fictional 
characterizations of high-pressure manipulators and ruth- 
less tycoons. What is the basis for these characterizations 
—and how does their acceptance by the public affect you 
and your company? This presentation will be the first 
effort on a conference platform to analyze the conse- 
quences for businessmen of this fictional image of today’s 
executive. 


MAKE YOUR PLANS TO ATTEND NOW! 
AMERICAN MANAGEMENT ASSOCIATION, — INC. 
1515 Broadway @ Times Square ¢ New York 36, N.Y. 





